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Court  of  Appeals  of  the  District  of  Columbia 


No.  5316.  j 

The  Public  Utilities  Commission  of  the  District  of 
Columbia,  and  Alleged  Body  Corporate,  et  al. 

vs.  I 


The  Capital  Traction  Company,  a  Body  Corporate,  and 
Washington  Railway  &  Electric  Company,  a  Corporation. 

i 

— 

a  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  50618. 

The  Capital  Traction  Company,  a  Body  Corporate, 

Plaintiff,  j 

vs. 


The  Public  Utilities  Commission  of  the  District  of 
Columbia,  an  Alleged  Body  Corporate,  and  Mason  M. 
Patrick,  Harleigh  H.  Hartman,  and  John  C.  Gotwals, 
Members  of  the  said  Public  Utilities  Commission,  and 
Washington  Railway  &  Electric  Company,  a  Corporation, 
Defendants. 


Equity.  No.  50619. 


Washington  Railway  &  Electric  Company,  a  Corporation, 

Plaintiff, 


vs. 


The  Public  Utilities  Commission  of  the  District  of 
Columbia,  a  Corporation,  and  Mason  M.  Patrick,  Har¬ 
leigh  H.  Hartman,  and  John  C.  Gotwals,  Constituting  the 
said  Public  Utilities  Commission  of  the  District  of  I  Colum¬ 
bia,  Defendants.  j 

i 

Be  it  remembered,  that  in  the  Supreme  Court  of  tjhe  Dis¬ 
trict  of  Columbia,  at  the  City  of  Washington,  in  said  Dis- 
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triet,  at  the  times  hereinafter  mentioned,  the  following 
papers  were  filed  and  proceedings  had  in  the  above-entitled 
cause,  to  wit : 

1  Filed  December  9,  1929. 

In  the  Supreme  Court  of  the  District  of  Columbia,  Holding 

an  Equity  Court. 

Equity.  No.  50618. 

The  Capital  Traction  Company,  a  Body  Corporate,  36th  & 

M  Streets  N.  W.,  Plaintiff, 


v. 

The  Public  Utilities  Commission  of  the  District  of 
Columbia,  an  Alleged  Body  Corporate,  and  Mason  M. 
Patrick,  Harleigh  H.  Hartman,  and  William  B.  Ladue, 
Members  of  the  said  Public  Utilities  Commission,  and 
Washington  Railway  &  Electric  Company,  a  Corporation, 
Defendants. 


Bill  of  Complaint . 

The  bill  of  the  above  named  plaintiff  respectfully  showeth 
to  the  Court  that : 

1.  It  is  a  body  corporate,  organized  under  an  Act  of  the 
Congress  of  the  United  States  entitled  an  4 ‘Act  to  incor¬ 
porate  the  Rock  Creek  Railway  Company  of  the  District  of 
Columbia”,  approved  June  23,  1888,  and  Acts  amendatory 
thereof,  including  an  Act  relative  to  Rock  Creek  Raihvay 
Company  of  the  District  of  Columbia,  approved  March  1, 
1895,  under  authority  of  which  latter  Act  the  said  Rock 
Creek  Railway  Company  acquired  by  purchase  all  of  the 
properties  of  the  Washington  &  Georgetown  Railroad  Com¬ 
pany,  including  its  franchises,  which  latter  company  had 
also  been  incorporated  by  Act  of  the  Congress  of  the  United 
States,  and  also  under  authority  of  which  Act  the  name  of 
the  Rock  Creek  Railway  Company  was  changed  to  that  of 
“The  Capital  Traction  Company”;  that  the  said  The  Capi¬ 
tal  Traction  Company  is  engaged  in  the  operation  of 
2  certain  street  railway  lines  over  and  upon  certain 
public  streets  and  highways  in  the  District  of  Colum- 
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bia  constituting  a  ‘ 4 street  railroad’ ’  and  as  such  street  rail¬ 
road  and  as  a  common  carrier  of  passengers  for  hijre  within 
the  District  of  Columbia  both  by  street  car  and  bus  is  sub¬ 
ject  to  the  jurisdiction  of  the  Public  Utilities  Commission 
of  the  District  of  Columbia,  the  defendant  herein,  ill  accord¬ 
ance  with  the  provisions  of  Section  VJII  of  an  Ajct  of  the 
Congress  of  the  United  States  making  appropriations  to 
provide  for  the  expenses  of  the  Government  of  the  District 
of  Columbia  for  the  fiscal  year  ending  June  30, 1914  and  for 
other  purposes,  approved  March  4,  1913,  known  as  the 


“Law  Creating  a  Public  Utilities  Commission  of  i the  Dis¬ 


trict  of  Columbia”,  hereinafter  referred  to  as  “The  Public 


Utilities  Act.” 

2.  The  defendants  Mason  M.  Patrick,  Harleigh  Jk.  Hart¬ 

man  and  William  B.  Ladue  are  the  persons  constituting  the 
Public  Utilities  Commission  of  the  District  of  Columbia, 
which  is  an  administrative  body  duly  created  by  Act  of  the 
Congress  of  the  United  States  and  are  sued  as  such;  that 
the  plaintiff  herein  is  advised  that  the  x^ersons  constituting 
the  said  Public  Utilities  Commission  have  heretofore 
claimed  and  do  now  claim  that  as  such  Public  Utilities  Com¬ 
mission  they  constitute  and  are  a  body  corporate^  having 
a  corporate  seal  and  capable  of  suing  and  of  being  sued  in 
its  corporate  name,  to  wit,  “The  Public  Utilities  Qommis- 
sion  of  the  District  of  Columbia”;  that  the  plaintiff  is  ad¬ 
vised  and  believes  that  it  is  entitled  to  make  the  |  said  al¬ 
leged  body  corporate  a  defendant  in  its  alleged  corporate 
name,  and  therefore,  also  sues  the  said  defendant!  as  said 
alleged  corporation.  ! 

3.  That  the  Washington  Railway  &  Electric  Company  is 
a  corporation  organized  under  an  Act  of  the  Congress  of 
the  United  States  approved  July  29,  1892  under  the  name 
of  Washington  and  Great  Falls  Railway  Company,  which 
pursuant  to  an  Act  of  the  Congress  of  the  United  States 
approved  June  5,  1900  changed  its  name  in  the  manner 
therein  provided  and  for  the  purpose  therein  prescribed 
to  its  present  name,  Washington  Railway  &  Electric  Com¬ 
pany;  that  it  is  operating  and  for  a  long  time  prior  hereto 
has  operated  certain  street  railway  lines  in  the  District  of 
Columbia  including  the  lines  of  the  City  &  Suburban  Rail¬ 
way  Company  and  the  Georgetown  &  Tenleytown  Railway 
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Company  under  franchises  granted  to  it  and  its  said 
3  subsidiaries  by  Acts  of  the  Congress  of  the  United 

States ;  that  as  such  street  railroad  and  as  a  common 
carrier  of  passengers  for  hire  within  the  District  of  Colum¬ 
bia  both  by  street  car  and  bus  it  is  subject  to  the  jurisdic¬ 
tion  of  the  aforesaid  Public  Utilities  Commission  by  rea¬ 
son  of  the  provisions  of  the  aforesaid  Public  Utilities  Act. 

4.  The  said  Public  Utilities  Commission  is  charged  with 
the  power  and  duty  of  carrying  out  and  enforcing  the  pro¬ 
visions  of  the  aforesaid  Public  Utilities  Act  of  the  District 
of  Columbia  and  the  orders  of  the  said  Public  Utilities 
Commission  made  under  and  pursuant  thereto,  particularly 
with  respect  to  the  regulation  and  valuation  of  the  various 
street  railway  companies  and  the  fixing  of  proper,  adequate 
and  reasonable  rates  of  fare  for  street  railway  service 
within  the  District  of  Columbia. 

5.  In  the  exercise  of  the  jurisdiction  granted  to  and  im¬ 
posed  upon  it  by  the  aforesaid  Public  Utilities  Act,  the  said 
Public  Utilities  Commission  purporting  to  act  in  pursuance 
to  paragraphs  6,  7,  and  8  of  said  Act,  and  after  public  hear¬ 
ing,  undertook  by  its  Order  No.  338,  dated  September  4, 
1919,  to  value  and  did  value  the  property  of  the  plaintiff 
within  the  District  of  Columbia  as  provided  by  the  afore¬ 
said  Public  Utilities  Act,  (copy  of  which  Order  No.  338,  in¬ 
cluded  in  the  record  in  case  No.  4412  in  the  Court  of  Ap¬ 
peals  of  the  District  of  Columbia  which  is  filed  herewith 
marked  “plaintiff’s  exhibit  A”  and  prayed  to  be  taken  and 
read  as  part  hereof) ;  that  thereafter  on  December  29, 1919, 
pursuant  to  the  provisions  of  the  said  Public  Utilities  Act 
this  plaintiff  filed  in  the  Supreme  Court  of  the  District  of 
Columbia,  holding  an  Equity  Court,  its  Bill  in  Equity  as 
an  appeal  from  the  aforesaid  Order  No.  338  of  the  said 
Public  Utilities  Commission,  seeking  to  set  aside,  vacate 
and  modify  said  Order  and  to  enjoin  the  said  Public  Utili¬ 
ties  Commission  from  enforcing  the  same;  that  said  Su¬ 
preme  Court  of  the  District  of  Columbia  pursuant  to  the 
prayers  of  said  Bill  did  thereafter  by  its  decree  dated  the 
26th  day  of  June,  1925,  vacate  and  set  aside  the  aforesaid 
Order  No.  338  of  said  Public  Utilities  Commission  and  did 
find  the  fair  value  of  all  of  the  property  of  the  said  The 
Capital  Traction  Company  used  by  it  and  useful  for  street 
railway  operations  in  the  District  of  Columbia  as  of  Janu- 
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ary  1,  1925,  to  be  $30,906,880  (copy  of  saifi  decree 

4  and  of  the  two  memorandum  opinions  of  the  Justice 
of  the  Supreme  Court  of  the  District  of  Columbia  in 

support  of  the  same  are  attached  hereto,  marked!  “Plain¬ 
tiff’s  exhibits  B,  C  and  D”  respectively  and  prayed  to  be 
taken  and  read  as  part  hereof) ;  that  the  said  Public  Utili¬ 
ties  Commission  did  thereafter  perfect  its  appeal  from  said 
decree  to  the  Court  of  Appeals  of  the  District  of  Columbia, 
which  by  its  opinion  dated  the  7th  day  of  February,  1927 
(57  App.  D.  C.  85),  and  its  judgment  dated  the  7th  day  of 
February,  1927  (copies  of  which  together  with  the  record  in 
said  cause  No.  4412  in  the  Court  of  Appeals  are  attached 
hereto,  marked  “plaintiff’s  exhibit  A,  E  and  F”|  respec¬ 
tively,  and  prayed  to  be  taken  and  read  as  part  hereof)  did 
modify  the  aforesaid  decree  of  the  Supreme  Court  of  the 
District  of  Columbia  and  did  find,  adjudge  and  dedree  that 
the  value  of  the  property  of  The  Capital  Traction  Company 
actually  used  and  useful  for  the  convenience  of  the  public, 
at  the  fair  value  thereof  on  January  1,  1925,  was  ^>25,756,- 
880,  and  did  further  order,  adjudge  and  decree  that  the  said 
Public  Utilities  Commission  and  its  successors  in  office 
should  forthwith  modify  their  former  valuation  and  order 
in  accordance  with  said  opinion  and  judgment;  that  there¬ 
after  the  said  Public  Utilities  Commission  did,  pursuant  to 
said  decree  of  the  Court  of  Appeals  of  the  District  of  Colum¬ 
bia,  modify  its  said  valuation  in  accordance  with  said  de¬ 
cree;  that  the  value  of  the  property  of  The  Capital  Trac¬ 
tion  Company  actually  used  and  useful  for  the  convenience 
of  the  public  at  the  fair  value  thereof  on  January  1,  1925, 
was  therefore  $25,756,880.  ! 

6.  Under  date  of  April  13,  1920,  by  its  Order  No.  373 
(copy  of  which  is  filed  herewith,  marked  “plaintiff’s  exhibit 
G”  and  prayed  to  be  taken  and  read  as  part  hereof),  the 
said  Public  Utilities  Commission  fixed  the  rates  of!  fare  on 
all  the  lines  of  street  railway  in  the  District  of  Columbia, 
including  the  lines  of  this  petitioner,  at  8  cents  cash  with  4 
tokens  for  30  cents ;  that  under  date  of  December  1, 1920  by 
its  Order  No.  400  (copy  of  which  is  hereto  attached,!  marked 
“plaintiff’s  exhibit  H”  and  prayed  to  be  taken  and  read  as 
part  hereof),  the  Commission  reduced  the  charge  o£  2  cents 
for  intercompany  transfers  then  in  effect  on  the  lines 

5  of  the  several  railway  companies  in  the  District  of 
of  Columbia  to  1  cent  for  each  such  intercompany: 
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transfer;  that  under  date  of  March  21,  1921  the  said  Com¬ 
mission  by  its  Order  No.  417  (copy  of  which  is  hereto  at¬ 
tached,  marked  “plaintiff’s  exhibit  I”  and  prayed  to  be 
taken  and  read  as  part  hereof)  continued  in  effect  the  then 
existing  rates  of  fare  upon  the  street  railway  lines  in  the 
District  of  Columbia;  that  under  date  of  July  29,  1921,  by 
its  Order  No.  429  (copy  of  which  is  hereto  attached,  marked 
“plaintiff's  exhibit  J”  and  prayed  to  be  taken  and  read  as 
part  hereof),  the  said  Commission  reduced  the  then  exist¬ 
ing  rates  of  fare  from  8  cents  cash  with  4  tokens  for  30 
cents  to  8  cents  cash  with  5  tokens  for  35  cents;  that  under 
date  of  February  27,  1922,  by  its  Order  No.  462  (copy  of 
which  is  hereto  attached,  marked  “plaintiff ’s  exhibit  K” 
and  prayed  to  be  taken  and  read  as  part  hereof)  decreased 
the  then  existing  rates  of  fare  upon  all  the  street  railway 
lines  in  the  District  of  Columbia  to  8  cents  cash  with  6 
tokens  for  40  cents,  which  is  the  rate  which  has  been  in  effect 
from  that  time  to  the  present  and  which  is  now  in  effect. 

7.  The  plaintiff  Company  is  in  competition  in  its  street 
railroad  business  with  the  Washington  Railwav  &  Electric 
Company  and  it  is  necessary  in  the  public  interest  as  well 
as  for  the  protection  of  these  Companies  as  public  servants 
that  street  railway  fares  charged  throughout  the  District 
of  Columbia  should  be  uniform.  The  said  Public  Utilities 
Commission  in  all  of  its  orders  fixing  rates  of  fare  has  found 
and  ruled,  and  the  facts  are  that  “interests  of  the  public 
as  a  whole  require  that  the  rate  of  fare  on  all  street  railway 
lines  in  the  District  of  Columbia  should  be  uniform”  (Order 
No.  291,  dated  October  26,  1918  and  Order  No.  324  dated 
May  29,  1919) ;  that 

“with  practically  e\'ery  line  of  the  Washington  Railway  & 
Electric  Co.,  within  the  city  proper,  paralleled  by  a  line  of 
the  Capital  Traction  Co.,  the  application  of  discriminating 
rates  to  the  two  companies  would,  in  the  opinion  of  the 
commission,  result  in  such  a  disarrangement  of  the  arteries 
of  city  transportation  as  to  make  it  utterly  impossible  for 
the  Capital  Traction  Co.  to  render  adequate  service,  while, 
at  the  same  time,  the  reduction  in  the  number  of  passengers 
on  the  Washington  Railway  &  Electric  system  would,  to  a 
large  extent,  offset  the  effect  on  the  gross  revenues  of  the 
increased  fares.  The  two  systems  are  so  related  that  if 
the  present  character  of  service  is  to  be  maintained,  much 
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less  improved,  it  is  deemed  imperative  that  uniform 
6  rates  be  maintained  on  the  two  systems.”  j  (Order 
No.  344,  dated  October  18,  1919) ;  | 

that 

“To  give  (this)  relief  to  the  Washington  Railway  &  Electric 
Co.  and  its  subsidiaries  without  at  the  same  time  establish¬ 
ing  the  same  increased  rates  on  the  lines  of  its  competitor, 
the  Capital  Traction  Company,  would  mean  that  so  much 
traffic  would  be  deflected  from  the  Washington  Railway  & 
Electric  system  to  the  Capital  Traction  Co.  that  the  reve¬ 
nues  of  the  former  would  be  decreased  probably  to  a  point 
below  actual  operating  expenses,  thus  defeating  the  purpose 
of  the  grant  of  relief,  and  at  the  same  time  destroying  the 
service  standard  of  the  Capital  Traction  Co.  by  hn  over¬ 
whelming  traffic  load  which  it  could  not  possibly  accommo¬ 
date.  In  other  words,  it  is  necessary  in  the  public  interest  to 
maintain  a  uniform  rate  of  street  railway  fare  to  |  prevent 
a  disarrangement  of  street  railway  service  disastrous  to 
the  companies  and  to  the  public  alike.”  (Order  ko.  373, 
dated  April  15,  1920) ;  j 

that 

“a  different  rate  of  fare  on  the  lines  of  the  two  petitioners, 
competing  as  they  do  in  the  congested  area  of  the  District, 
would  prevent  the  companies  from  giving  satisfactory 
service,  would  result  in  unbearable  congestion  on  the  lines 
of  the  company  having  the  lower  rate  of  fare,  and  would 
require  those  people  who  are  compelled  to  travel  on  the 
lines  of  the  other  company  to  pay  a  rate  of  fare  ouj:  of  pro¬ 
portion  to  the  value  of  the  service  rendered.”  (O^der  No. 
417,  dated  March  28,  1921,  Order  No.  429,  dated  July  29, 
1921) ;  | 

| 

and  that 

“In  assuming  and  maintaining  this  policy  the  commission 
is  taking  precisely  the  same  attitude  regarding  the  street 
railways  of  this  city  as  is  enjoined  by  Congress  upon  the 
Interstate  Commerce  Commission  in  its  dealings  with  inter¬ 
state  carriers  for  which,  regardless  of  earnings,  valuations 
and  capitalization,  equal  rates  are  prescribed  for  carrying 
freight  and  passengers  between  the  same  termiiii.  Any 
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other  policy  would  bankrupt  the  financially  weaker  carriers 
to  the  great  detriment  of  the  territory  they  serve.”  Order 
No.  462,  dated  May  20,  1922 ; 

wherefore  the  rates  of  fare  now  in  force  upon  the  lines  of 
the  plaintiff  Company  are  also  in  force  upon  the  lines  of 
the  said  Washington  Railway  &  Electric  Company. 

8.  Since  the  said  opinion  and  findings  of  the  Court  of  Ap¬ 
peals  of  the  District  of  Columbia  on  February  7,  1927,  fix¬ 
ing  the  fair  value  of  the  plaintiff’s  property  as  of  January 
1,  1925,  your  petitioner  has  operated  and  continues 
7  to  operate  its  street  railway  lines  under  the  rates 
fixed  by  the  said  Order  No.  462  of  the  said  Public 
Utilities  Commission,  but  finding  it  utterly  impossible  to 
earn  a  reasonable  or  adequate  return  upon  said  value 
through  the  rates  so  imposed,  it  filed  on  the  14th  day  of 
June,  1928  with  the  said  Public  Utilities  Commission  its  ap¬ 
plication  for  increased  rates  of  fare  in  accordance  with  the 
provisions  of  the  said  Public  Utilities  Act,  (copy  of  which 
application  is  hereto  attached,  marked  “plaintiff’s  exhibit 
L”  and  prayed  to  be  taken  and  read  as  part  hereof).  Hear¬ 
ings  were  held  by  said  Commission  on  said  application  and 
thereafter  by  its  Order  No.  729  (copy  of  which  is  hereto 
attached,  marked  “ plaintiff’s  exhibit  M”  and  prayed  to  be 
taken  and  read  as  part  hereof),  the  said  Public  Utilities 
Commission  “without  passing  upon  or  determining  any  of 
the  issues  involved,”  dismissed  said  application  without 
prejudice  to  the  Company’s  right  to  renew  its  application 
at  any  time  subsequent  to  March  5,  1929. 

Thereafter,  the  same  conditions  obtaining  and  the  plain¬ 
tiff  company  still  finding  it  impossible  to  earn  a  reasonable 
return  upon  its  fair  value  through  the  said  existing  rates, 
on  June  13, 1929,  plaintiff  again  filed  with  said  Public  Utili¬ 
ties  Commission  its  application  for  increased  rates  of  fare 
in  accordance  with  the  provisions  of  the  said  Public  Utilities 
Act,  (copy  of  which  application  is  hereto  attached,  marked 
“plaintiff’s  exhibit  N”  and  prayed  to  be  taken  and  read  as 
part  hereof)  and  asked  that  the  Washington  Railway  & 
Electric  Company  be  made  a  party  to  said  proceedings; 
that  pursuant  thereto,  the  said  Washington  Railway  & 
Electric  Company  was  so  made  a  party  and  by  its  answer 
filed  therein  asked  for  the  same  relief  sought  by  The  Capital 
Traction  Company  and  for  the  same  reasons,  namely,  that 
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it  was  and  is  not  earning  through  the  existing  rates  of  fare 
a  reasonable  return  upon  the  present  fair  value  of  its  prop¬ 
erty,  wherefore  and  also  because  the  said  Washington  Rail¬ 
way  &  Electric  Company  is  a  necessary  party  hereto  by 
reason  of  the  uniform  rates  of  fare  sought  by  plaintiff,  it  is 
made  a  party  defendant  to  this  Bill;  that  hearings  upon  said 
application  were  had  before  the  said  Public  Utilities  Com¬ 
mission  in  said  cause  known  in  the  Commission’s 
8  files  as  Formal  Case  No.  205,  during  which  more  than 
2300  pages  of  testimony  and  140  exhibits  were  pro¬ 
duced. 

9.  Such  evidence  showed  without  contradiction  or  re¬ 
buttal,  and  the  facts  are 

a.  That  the  present  value  (as  of  December  31,  j928)  of 
plaintiff’s  property  used  and  useful  for  street  j  railway 
operations  in  the  District  of  Columbia,  after  deducting  the 
value  of  property  retired  from  use  between  January  1, 
1925  and  December  31,  1928  and  adding  the  value!  of  such 
additional  property  as  has  been  provided  and  Required 
during  the  same  period  is  not  less  than  $26,080,144.  The 
Commission,  during  the  hearing,  questioned  maiiy  items 
which  had  been  charged  to  capital  account  which  are  now 
included  in  fair  value.  The  plaintiff  Company  does  not 
admit  the  propriety  of  most  of  the  changes  in  its  accounts 
which  these  questions  involve,  but  the  total  amount  of 
them  is  relatively  small.  Deducting  this  amount  and  mak¬ 
ing  adjustments  to  provide  for  changes  in  price  levels  be¬ 
tween  January  1,  1925  and  December  31,  1928,  said  value 
as  of  December  31,  1928,  would  be  not  less  than  $25;728,683. 

b.  That  during  the  calendar  year  1925  the  plaintiff  Com¬ 

pany  through  the  now  existing  rates  of  fare  earned  by  its 
operations  in  the  District  of  Columbia  an  income,  Available 
for  return  on  its  fair  value,  of  $1,093,528,  which  was  but 
4.25%  of  its  then  fair  value;  j 

c.  That  during  the  calendar  year  1926  the  plaintiff  Com¬ 
pany  through  the  now  existing  rates  of  fare  earned  by  its 
operations  in  the  District  of  Columbia  an  income,  avail¬ 
able  for  return  on  its  fair  value,  of  $1,114,964,  which  was 
but  4.3%  of  its  then  fair  value; 

d.  That  during  the  calendar  year  1927  the  plaintiff  Com¬ 
pany  through  the  now  existing  rates  of  fare  earned  by  its 
operations  in  the  District  of  Columbia  an  income,  avail- 
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able  for  return  on  its  fair  value,  of  $1,014,117,  which  was 
but  3.02%  on  its  then  fair  value; 

e.  That  during  the  calendar  year  192S  the  plaintiff  Com¬ 
pany  through  the  now  existing  rates  of  fare  earned  by  its 
operations  in  the  District  of  Columbia  an  income, 
9  available  for  return  on  its  fair  value,  of  $947,391, 
which  was  but  3.64%  on  its  then  fair  value; 

/.  That  during  the  12  months  ending  April  30,  1929,  the 
plaintiff  Company  through  the  now  existing  rates  of  fare 
earned  by  its  operations  in  the  District  of  Columbia  an  in¬ 
come,  available  for  return  on  its  fair  value,  even  as  re¬ 
duced  as  above  stated,  with  corresponding  adjustments  in 
income,  of  $898,005,  which  was  but  3.49%  on  its  fair  value 
adjusted  as  above  stated; 

fj.  That  during  the  12  months  ending  June  30,  1929,  the 
plaintiff  Company  through  the  now  existing  rates  of  fare 
earned  by  its  operations  in  the  District  of  Columbia  an 
income,  available  for  return  on  its  fair  value,  even  as  re¬ 
duced  as  above  stated,  with  corresponding  adjustments  in 
income,  of  $892,965,  which  was  but  3.47%  on  its  fair  value 
adjusted  as  above  stated; 

h.  That  the  proposed  rate  of  fare  of  10  cents  cash  with 
4  tokens  for  30  cents  sought  to  be  established  by  plaintiff’s 
said  application  would  produce  an  estimated  return  upon 
the  present  fair  value,  even  as  reduced  as  above  stated, 
with  corresponding  adjustments  in  income  of  not  more 
than  4.83%  and  would  afford  it  only  partial  relief  from  the 
confiscation  of  its  property  of  which  it  complained  in  said 
application  and  of  which  it  now  complains; 

i.  That  the  present  minimum  value  (as  of  December  31, 
1928)  of  the  properties  of  the  Washington  Railway  &  Elec¬ 
tric  Company  is  not  less  than  $19,210,899  based  upon  the 
valuation  of  said  properties  by  the  said  Public  Utilities 
Commission  as  of  September  4,  1919  with  retirements 
therefrom  and  additions  thereto  since  that  time  as  shown 
upon  the  records  of  the  Public  Utilities  Commission,  and 
without  taking  into  account  the  very  large  increases  in  the 
cost  of  materials  and  labor  entering  into  such  properties 
since  said  Commission’s  valuation; 

j.  That  the  said  Washington  Railway  &  Electric  Com¬ 
pany  has  earned  and  is  now  earning  through  the  existing 
rates,  a  rate  of  return  upon  said  value  of  its  property 
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totally  inadequate,  unlawful  and  confiscatory;  the  Irate  of 
return  for  year  ended  April  30,  1929  upon  such  property 
being  not  more  than  4.11%  ; 

10  k.  That  the  proposed  rate  of  fare  of  10  cents  cash 
with  4  tokens  for  30  cents  sought  to  be  established 
by  plaintiff’s  said  application  would  produce  an  estimated 
return  upon  the  present  value  of  the  property  of  the  Wash¬ 
ington  Railway  &  Electric  Company  of  not  more  than 
6.25%  and  would  afford  it  only  partial  relief  from  the  con¬ 
fiscation  of  its  property  of  which  it  complained  in  its  an¬ 
swer  to  the  plaintiff’s  application; 

l.  That  both  The  Capital  Traction  Company  and  the 
Washington  Railway  and  Electric  Company  are  being 
operated  as  economically  as  can  be  reasonably  effected  un¬ 
der  conditions  imposed  by  existing  law; 

m.  That  both  of  the  two  Street  Railway  Companies  to¬ 
gether  with  the  owner  of  more  than  a  majority!  of  the 
capital  stock  of  the  Washington  Rapid  Transit  Company, 
which  latter  Company  operates  a  bus  line  for  the  common 
carriage  of  passengers  in  the  District  of  Columbia,  and 
which  was  also  by  the  Public  Utilities  Commission  made  a 
party  to  the  proceedings  in  said  Formal  Case  No.  1205,  en¬ 
tered  into  an  agreement  for  the  unification  and  merger  of 
their  systems  under  date  of  April  7,  1928  and  although  the 
terms  of  said  agreement  were  approved  by  the  said  Public 
Utilities  Commission  and  legislation  was  sought  iby  said 
Commission  from  Congress  authorizing  the  aforesaid  unifi¬ 
cation  or  merger,  Congress  has  so  far  failed  to  authorize 
a  merger  upon  the  terms  embodied  in  said  agreendent  and 
approved  by  the  Public  Utilities  Commission  or!  on  any 
other  terms; 

7  .  .  ! 

n.  That  such  returns  as  the  plaintiff  Company  has  had 

and  is  now  receiving  through  existing  rates  of  fare!  so  fixed 
by  the  said  Public  Utilities  Commission  are  inadequate, 
unreasonable,  confiscatory  and  unlawful ; 

o.  That  the  fair  annual  return  which  the  plaintiff  Com¬ 
pany  is  entitled  to  earn  under  rates  imposed  upon  it  by 
public  authority  is  an  amount  equal  to  at  least  7  per  cent 
on  the  fair  and  reasonable  value  of  its  property  used  and 
useful  in  the  rendition  of  the  service  covered  by  the  rate 
in  question. 


12 


PUBLIC  UTILITIES  COMMN.,  D.  C.,  ET  AL.  VS. 


p.  That  the  rate  of  fare  applied  for  is  not  more  than 
the  service  is  worth,  and  is  less  than  rates  now  in  effect 
in  many  cities  of  size  comparable  to  Washington,  oper¬ 
ating  with  the  much  less  expensive  overhead  trolley 

svstem. 

«/ 

11  10.  Upon  the  conclusion  of  said  hearings  and  on 

the  13th  day  of  November  1929,  the  said  Public  Util¬ 
ities  Commission  by  its  Order  No.  807  (copy  of  which  is 
hereto  attached,  marked  “plaintiff’s  exhibit  0”  and 
prayed  to  be  taken  and  read  as  part  hereof)  denied  the  ap¬ 
plication  of  your  petitioner,  from  which  Order  your  peti¬ 
tioner  being  dissatisfied  therewith,  appeals  to  this  Court, 
having  given  notice  to  the  said  Public  Utilities  Commis¬ 
sion  of  its  dissatisfaction  therewith  and  of  appeal  from 
said  Order  denying  the  request  of  The  Capital  Traction 
Company,  which  Order  is  contrary  to  law  to  the  uncon¬ 
tradicted  evidence!  submitted  in  said  cause  and  upon  which 
plaintiff  rests  without  further  testimony  or  suggestion  its 
legal  rights  in  the  premises.  (See  “Exhibit  P”.) 

11.  The  fixing  and  continuing  in  force  of  the  existing 
rates  of  fare  denies  to  and  deprives  the  plaintiff  Company 
of  a  reasonable,  adequate  and  lawful  return  upon  the  fair 
value  of  its  property  devoted  to  the  public  use  in  the  Dis¬ 
trict  of  Columbia  and  denies  to  it  the  due  process  of  law  to 
which  it  is  entitled  under  the  provisions  of  the  Constitu¬ 
tion  of  the  United  States  and  constitutes  confiscation  of  its 
property  and  a  taking  of  such  property  for  public  use  with¬ 
out  just  compensation  in  violation  of  the  provisions  of  the 
Constitution  of  the  United  States. 

The  existing  rate  of  street  railway  fares  in  the  District 
of  Columbia  established  and  in  force  and  effect  as  herein¬ 
before  set  forth  during  the  years  1926,  1927,  and  1928  and 
during  the  period  from  January  1,  1929  to  the  date  of  the 
filing  of  this  Bill  inclusive,  were  not  compensatory  and 
were  less  than  just  and  reasonable  rates;  that  said  Order 
of  the  said  Public  Utilities  Commission  No.  462  which  fixed 
the  present  rates  of  fare  has  become  and  is  unreasonable, 
unlawful  and  confiscatory  of  plaintiff’s  property;  that  the 
rates  prescribed  by  said  Order  have  not  afforded,  do  hot 
now  and  will  not  afford  to  the  plaintiff  a  fair  return  upon 
the  fair  and  reasonable  value  at  the  time  of  the  use  of  its 
property  used  and  useful  in,  and  exclusively  devoted  to, 
the  service  on  account  of  which  the  said  rates  are  estab- 
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lislied  but  are  confiscatory  in  effect;  the  Order  therefore 
has  deprived  the  plaintiff  of  its  property  and  if 
12  further  enforced  will  continue  to  deprive  plaintiff  of 
its  property  without  due  process  of  law  andjdeny  to 
plaintiff  the  equal  protection  of  the  law  in  violatiqn  of  its 
rights  under  the  provisions  of  the  Constitution j  of  the 
United  States.  j 

12.  The  plaintiff  further  says  I 

a.  That  said  Findings  and  Order  No.  807  of  the  Public 
Utilities  Commission  deprive  this  plaintiff  of  its  rights  and 
of  due  process  of  law  guaranteed  to  it  by  the  Con$titution 
of  the  United  States; 

b.  That  said  Findings  and  Order  are  not  based  upon  the 
evidence  in  said  proceedings,  are  contrary  to  said  evidence 
and  to  the  weight  of  such  evidence  and  to  the  law ;  j 

c.  That  said  Findings  and  Order  are  based  upon  in¬ 

competent,  irrelevant,  immaterial  and  speculative  matters 
and  evidence  admitted  and  considered  by  said  Public  Utili¬ 
ties  Commission  over  the  objections  and  exceptions  of 
plaintiff ;  i 

d.  That  such  Findings  of  the  said  Commission  [with  re¬ 
spect  to  economies  that  might  or  would  result  from  unified 
operation  of  the  street  railway  companies  in  the  I  District 
of  Columbia  are  based  upon  incompetent,  irrelevant,  im¬ 
material,  impertinent  and  speculative  matters  and  con¬ 
siderations  and  are  contrary  to  law;  that  said  Findings 
themselves  are  speculative,  conjectural  and  not  based  upon 
any  legal  evidence ; 

e.  That  the  said  Commission  could  not  legally  lor  equi¬ 
tably  refuse  to  grant  the  relief  to  which  the  plaintiff  is 
otherwise  entitled  upon  the  ground  that  such  relief  could 
be  obtained  through  economies  which  might  be  j  effected 
through  a  merger  of  the  two  Street  Railway  Systems,  no 
such  merger  being  now  authorized  by  law  and  no  jsuch  re¬ 
sultant  economies  thereby  being  possible  or  practicable. 

/.  That  the  Commission’s  Findings  or  supposition  that 
a  corporate  merger  of  the  existing  street  railways  of  the 
District  of  Columbia  is  now  authorized  by  law  is  Contrary 
to  the  fact  for  the  reason  that  the  Act  of  Congress  known 
as  “An  Act  to  Permit  the  Merger  of  Street  Railway  Cor¬ 
porations  in  the  District  of  Columbia,  and  for  other  pur¬ 
poses”,  approved  March  4,  1925  purporting  to  permit  such 
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merger  provided  that  “no  merger  of  said  companies 

13  shall  be  finally  consummated  until  the  same  is  ap¬ 
proved  by  a  Joint  Resolution  of  Congress”,  which 

approval  has  not  been  given  by  Congress  and  consequently 
the  two  Companies  (The  Capital  Traction  Company  and 
the  Washington  Railway  &  Electric  Company)  referred  to 
bv  the  Commission  do  not  “have  in  their  own  hands  the 

m/ 

remedv  for  the  conditions  of  which  thev  complain”  as 
stated  by  the  Commission  in  its  said  Order. 

g.  That  there  was  no  evidence  before  the  Commission 
tending  to  show  that  any  substantial  economies  could  be  ef¬ 
fected  through  joint  operation  of  tracks  or  other  street 
railway  facilities  without  a  corporate  merger  of  the  Com¬ 
panies  or  other  form  of  joint  operation  not  now  permitted 
or  authorized  by  law ; 

k.  That  the  denial  bv  the  said  Commission  of  the  relief 
which  this  plaintiff  is  now  entitled  to,  or  any  postponement 
of  action  with  respect  thereto,  upon  the  ground  that  a 
prospective  increase  in  net  operating  revenues  from  unified 
operations  might  in  the  future  obviate  the  necessity  for 
such  relief,  works  irreparable  injury  to,  and  results  in  a 
confiscation  of  the  property  of  the  plaintiff  and  deprives  it 
of  its  rights  to  due  process  of  law  and  other  rights  under 
the  Constitution  of  the  United  States; 

i.  That  the  Commission  unlawfully  undertook  to  investi¬ 
gate  and  determine  as  a  part  of  the  proceedings  upon  the 
application  of  the  Plaintiff  Company  for  present  increased 
fares,  economies  that  would  or  might  result  from  future 
unified  operation  of  plaintiff’s  company  with  other  street 
railway  companies  in  the  District  of  Columbia. 

13.  The  plaintiff  files  this  Bill,  not  only  under  the  general 
jurisdiction  of  this  Court  as  a  Court  of  Equity,  and  seek¬ 
ing  the  equitable  relief  to  which  it  is  entitled  against  the 
excessive,  unjust,  inequitable  and  unlawful  burdens  to 
which  it  is  being  subjected  by  being  compelled  to  operate 
under  such  unreasonable  and  confiscatory  rates,  and  also 
because  it  is  without  any  adequate  remedy  at  law  to  prevent 
the  illegal  acts  of  the  defendants  hereinbefore  mentioned, 
or  to  secure  relief  from  the  denial  and  refusal  of  the 
Commission  to  grant  the  relief  to  which  it  is  legally 

14  entitled,  but  under  authority  of  paragraph  64  of  said 
Section  VIII  of  the  Act  of  Congress  approved  March 
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4,  1913,  creating  the  Public  Utilities  Commission  of  the 
District  of  Columbia,  which  provides  that: 

“Any  public  utility  and  any  person  or  corporation  in¬ 
terest  (ed)  being  dissatisfied  with  any  order  or  decision  of 
the  commission  fixing  any  valuation,  rate  or  rates,  tolls, 
charges,  schedules,  joint  rate  or  rates,  or  regulation,  re¬ 
quirement,  act,  service  or  other  thing  complained!  of  may 
commence  a  proceeding  in  equity  in  the  Supreme  0ourt  of 
the  District  of  Columbia  against  the  commission^  as  de¬ 
fendants,  to  vacate,  set  aside,  or  modify  any  such  decision 
or  order  on  the  ground  that  the  valuation,  rate  dr  rates, 
tolls,  charges,  schedules,  joint  rate  or  rates,  or  regulation, 
requirement,  act,  service  or  other  thing  complained!  of  fixed 
in  such  order  is  unlawful,  inadequate  or  unreasonable.” 


14.  Unless  the  defendants  are  restrained  and  enjoined  as 
herein  prayed  and  the  relief  herein  prayed  for  is  granted, 
the  plaintiff  will  be  compelled  to  continue  to  operate  under 
existing  rates  of  fare  in  compliance  with  said  Order  of  said 
Public  Utilities  Commission  No.  462,  dated  February  27, 
1922,  which  has  fixed  rates  of  fare  which  are  unreaisonable, 
inadequate,  unlawful  and  confiscatory  of  plaintiff fs  prop¬ 
erty. 

Wherefore  plaintiff  prays : 

1.  That  said  Order  of  the  Public  Utilities  Conimission 
No.  807  dated  November  13,  1929,  be  decreed  to  be  unrea¬ 
sonable,  unlawful,  null  and  void  as  depriving  the  plaintiff 
of  due  process  of  law  and  of  the  equal  protection  of  the  laws 
guaranteed  to  it  by  the  Constitution  of  the  United  States 
and  that  the  existing  rates  of  fare  be  decreed  to  be  unrea¬ 
sonable  and  confiscatory. 

2.  That  this  Court  will  order  that  the  transcript  of  the 
record  and  proceedings  before  the  said  Public  [Utilities 
Commission  in  the  matter  of  the  application  of  The  Capital 
Traction  Company  for  increased  rates,  known  in  the  Com¬ 
mission’s  records  as  Formal  Case  No.  205,  be  immediatelv 
transmitted  to  this  Court  together  with  all  exhibits  and 
other  documents  admitted  or  offered  in  evidence  therein  or 

pertaining  thereto,  including  any  records  of  [the  said 
15  Public  Utilities  Commission  or  on  file  therewith  of 
which  said  Commission  takes  or  has  taken!  judicial 


i 
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knowledge  in  said  proceedings ;  that  this  Court  as  speedily 
as  may  be  examine  and  review  the  same;  that  this  Court 
will  order  this  cause  for  hearing  as  early  as  possible  and 
give  to  it  precedence  over  all  other  civil  causes  of  a  different 
nature  pending  in  this  Court  as  provided  by  paragraph  64 
of  the  aforesaid  Public  Utilities  Act;  that  it  will  order  said 
Commission  to  put  into  effect  the  rates  of  fare  applied  for, 
uniform  upon  all  the  street  railway  lines  in  the  District  of 
Columbia,  or  such  rates  as  will  afford  to  the  plaintiff  the 
relief  to  which  it  is  entitled  and  which  this  Court  shall  find 
just  and  reasonable  and  compensatory  to  plaintiff. 

3.  That  pending  hearing  of  this  cause  as  an  appeal  from 
the  aforesaid  Order  No.  807  of  the  Public  Utilities  Commis¬ 
sion  and  a  review  of  all  the  evidence  before  the  Commis¬ 
sion  in  said  Case  No.  205,  this  Honorable  Court  will,  by  its 
order  fix  such  rates  of  fare  as  will  grant  to  plaintiff  tem¬ 
porary  relief  from  the  unlawful,  unreasonable  and  con¬ 
fiscatory  conditions  to  which  it  is  now  being  subjected  by 
the  enforcement  of  the  existing  rates  of  fare  and  grant  unto 
plaintiff  a  w^rit  of  subpoena  of  the  United  States  issuing  out 
of  and  under  the  seal  of  this  Honorable  Court  directed  to 
the  said  defendants  named  herein,  commanding  them  and 
each  of  them  on  a  day  certain  to  be  named  therein  and  under 
a  certain  penalty  to  be  and  appear  before  this  Honorable 
Court  then  and  there  to  answer,  but  not  under  oath,  answer 
under  oath  being  hereby  expressly  waived,  all  and  singular 
the  premises  and  to  perform  and  abide  by  such  orders,  di¬ 
rections  or  decree  as  may  be  made  against  them  in  the 
premises. 

16  4.  That  this  Honorable  Court  will  grant  unto  the 

plaintiff  such  other  and  further  relief  as  the  nature 
of  the  case  shall  require  and  as  unto  the  Court  shall  seem 
meet. 

[seal.]  THE  CAPITAL  TRACTION  COMPANY, 
By  JOHN  H.  HANNA, 

President. 


Attest : 


H.  D.  CRAMPTON, 

Secretary. 


I,  John  H.  Hanna,  do  solemnly  swear  that  I  am  the  Presi¬ 
dent  of  the  Plaintiff,  The  Capital  Traction  Company,  and 
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as  such  have  authority  to  sign  its  corporate  naniie  to  this 
Bill  of  Complaint  and  also  to  verify  the  same  by  this  affi¬ 
davit  and  to  cause  the  corporate  seal  of  the  plaintiff  to  be 
affixed  to  the  said  Bill ;  that  I  have  read  the  foregoing  Bill 
in  Equity;  that  I  know  the  contents  thereof  and  yerily  be¬ 
lieve  the  facts  stated  therein  to  be  true. 

JOHN  H.  HANNA. 

i 

i 

Subscribed  and  sworn  to  before  me  this  7th  day  of  De¬ 
cember,  A.  D.  1929. 

[notarial  seal.]  JOHN  FLEMING, 

Notary  Publib,  D.  C. 

GEORGE  E.  HAMILTON,  ! 

Union  Trust  Building,  and 
G.  THOMAS  DUNLOP,  j 

Colorado  Building, 

Attorneys  for  Plaintiff. 


17  Capital  Traction  Company  Exhibit  UA,|’  Valua¬ 
tion  Order  3 38,  not  being  susceptible  of  reproduction 
has  not  been  printed,  but  stipulation  filed  herein  provides 
that  court  and  counsel  shall  have  right  to  use  originals  as 
though  made  a  part  of  record. 

This  is  also  true  as  to  Valuation  Order  339,  which  covers 
valuation  of  Washington  Railway  &  Electric  Company 
properties. 


i 

i 

i 


i 

i 


i 
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18  Plaintiff’s  Exhibit  “B”. 

Cap.  Trac.  Co.  v.  P.  U.  C.,  Eq.,  if  50G18. 

Copy. 

In  the  Supreme  Court  of  the  District  of  Columbia,  Holding 

an  Equity  Court. 

Equity  No.  37,44G. 

The  Capital  Traction  Company,  a  Body  Corporate, 

Plaintiff, 


v. 

The  Public  Utilities  Commission  of  the  District  of  Co¬ 
lumbia,  an  Alleged  Body  Corporate,  and  Charles  W. 
Kutz,  and  Louis  Brownlow,  Commissioners  of  the  District 
of  Columbia,  Constituting,  as  Such  Commissioners,  the 
Public  Utilities  Commission  of  the  District  of  Columbia, 
Defendants. 

Decree. 

This  cause  coming  on  to  be  heard  and  upon  consideration 
of  (1)  plaintiff’s  bill,  and  defendants’  answer  thereto;  (2)' 
the  record  of  the  proceedings  before  the  Utilities  Commis¬ 
sion  of  the  District  of  Columbia,  defendants  herein,  which 

record  includes  the  oral  testimony  of  witnesses  as  well  as 

* 

exhibits  introduced  in  evidence  by  the  respective  parties, 
the  Order  (No.  338)  of  the  said  Commission,  constituting 
its  findings  of  fair  value  of  the  property  of  the  plaintiff 
Company  as  of  June  30,  1919,  and  other  matters  of  evi¬ 
dence;  (3)  a  schedule  prepared  and  submitted  in  evidence 
herein  by  the  plaintiff  Company  with  the  consent  of  the 
defendants  showing  the  reproduction  cost  nevr  of  the  physi¬ 
cal  property  of  plaintiff  Company  as  of  January  1,  1925, 
(which  schedule  is  not  objected  to  by  the  Commission)  and 
(4)  oral  argument,  the  Court  finds  as  follows: 

19  (a)  That  the  present  fair  value  of  that  portion  of 

the  physical  property  of  the  plaintiff  Company  which 
was  included  in  the  report  of  the  Commission’s  Engineer, 
Mr.  Charles  L.  Pillsbury,  excepting  land,  interest,  taxes 
and  insurance  on  land  and  working  capital,  the  inventory 
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and  reproduction  costs  of  which  as  of  July  1,  1914  was 
agreed  upon  between  the  Public  Utilities  Commission  and 
The  Capital  Traction  Company,  plaintiff  herein,  j  is  to  be 
based  upon  the  cost  to  reproduce  the  same  at  actual  present 
current  prices,  which  for  convenience  are  accepted  by  both 
parties  hereto  as  the  prices  current  January  1,  1:925,  and 

is  .  $20,568,035 

(b)  That  from  said  value  of  such  physical 
property  there  must  be  deducted  the  value  of 
such  elements  therein  as  have  been  retired 
from  use  during  the  period  between  July  1, 

1914  and  January  1,  1925:  the  value  of  which 
retirements  the  Court  finds  to  be .  $2,630,616 

i 


(c)  That  the  present  fair  value  of  such  phy¬ 

sical  property  as  remains  after  deducting  such 
retirements  is  .  17,937,419 

( d )  To  such  value  there  must  be  added  the 
values,  as  found  by  the  Commission  and  not 
questioned  by  plaintiff  Company,  of  certain 
elements  of  property  not  included  in  the  above, 
viz: 


Land,  interest,  taxes  and  insurance 

on  land . $794,318 

Less  land  retirements  since  July  1, 

1914  .  46,136 


Grace  Street  buildings  and  equip¬ 
ment  .  117,594 

Less  retirements  since  July  1,  1914.  .  3,261 


Pre-organization  expense  . 

Preliminary  operation  expense  . 

20  Certain  right  of  way  expenditures  and 
development  costs  allowed  by  the 
Commission  and  not  questioned  by  plaintiff 
Company  . 

(e)  In  order  that  the  present  value  as  found 
by  the  Court  may  include  all  of  the  property 
of  the  plaintiff  Company  now  used  and  useful 
for  street  railway  operations  within  the  Dis¬ 
trict  of  Columbia,  there  must  be  added  to  the 


!  748,182 

i  ’ 


i  114,333 
1309,000 
i  30,000 


lj946,281 


i 
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above  sucli  additions  to  the  physical  property 
of  the  Company  as  have  been  made  during  the 
period  between  July  1,  1914  and  December  31, 
1924,  at  their  reproduction  value  on  the  latter 
date.  Such  additions  were  approved  by  the 
Commission  at  the  actual  cost  thereof  as  indi¬ 
cated  below  and  their  present  fair  value  at  re¬ 
production  prices  as  of  December  31, 1924,  was 
submitted  in  evidence  herein  by  the  plaintiff 
Company  without  objection  from  the  defend¬ 
ants  and  is  as  follows: 

12-31-24. 


Track  work . 

Conduits  and  cables  .  . 
Buildings  and  structure 
Power  plant  and  sub¬ 
station  equipment  .  . 

Rolling  stock  . 

Miscellaneous  equip¬ 
ment  . 

Land . 


Actual  costs. 

Reproduction 

values. 

$2,406,673 

$2,449,986 

229,380 

266,975 

98,163 

98,159 

415,876 

379,134 

982,734 

989,411 

89,565 

89,565 

16,596 

16,596 

(/)  And  as  shown  by  evidence  submitted  by 
the  plaintiff  without  objection  from  the  de¬ 
fendant,  there  must  also  be  added  to  the  above 
the  actual  value  of  materials  and  supplies  on 

hand  December  31, 1924  . 

and  working  capital,  being  one-twelfth  of  oper¬ 
ating  expenses  for  1924  . 


$4,289,826 


125,688 

256,151 


21  ( g )  To  these  values  there  must  also 

be  added,  at  their  actual  cost  to  the 
plaintiff  Company,  the  intangible  elements  of 
value  of  the  Washington  &  Georgetown  Rail¬ 
road  Company  as  a  going  concern,  purchased 
under  authority  of  Congress  by  the  plaintiff 
Company  in  1895.  The  defendant  Commis¬ 
sion  having  found  that  the  plaintiff  Company, 
as  part  of  the  total  purchase  price  of  $10,- 
750,000,  and  over  and  above  the  value  of  the 
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physical  properties  included  in  said  purchase, 
actually  paid  not  less  than  $5,150,000  to  the 
Washington  &  Georgetown  Railroad  Company 
in  1895  for  its  intangible  elements  of  value 
which  included  its  franchises,  rights  of  way, 
good  will,  etc.;  and  said  Commission  having 
excluded  and  disallowed  the  said  sum  of  at 
least  $5,150,000  not  only  in  its  determination 
of  the  historical  or  actual  cost  of  the  property 
of  the  plaint  iff,  but  as  an  element  or  item  in 
the  fair  value  of  the  property  of  the  plaintiff, 
and  this  Court  having  found  and  so  deciding 
that  said  purchase  of  the  Washington  & 
Georgetown  Railroad  Company  by  the  plain¬ 
tiff,  The  Capital  Traction  Company  (formerly 
the  Rock  Creek  Railway  Company)  in  1895  at 
the  price  agreed  upon  between  the  parties  to 
said  transaction  was  made  in  good  faith  under 
direct  authoritv  of  Acts  of  Congress  authoriz- 
ing  the  same  and  that  the  price  paid  was  rea¬ 
sonable  and  proper;  and  at  its  then  market 
value;  that  said  transaction  was  in  the  public 
interest  and  that  the  interest  of  the  public  was 
safe-guarded  therein;  that  at  least  $5,150,000 
of  the  capital  stock  of  the  plaintiff  Company 
was,  in  1895  issued  by  said  Company  at  par  as 
consideration  for  the  purchase  of  said  intan¬ 
gible  elements  under  express  authority  of  Acts 
of  the  Congress  of  the  United  States ;  that  the 
propriety  and  legality  of  said  transaction  has 
never  been  questioned  by  the  Congress 
22  of  the  United  States  or  any  other  rep¬ 
resentative  or  representatives  of  the 
public,  or  otherwise:  that  said  stock  has  been 
dealt  in  by  the  public  since  said  date  upon  the 
faith  of  said  transaction  and  the  said  congres¬ 
sional  authority  therefor;  that  not  only  the  de¬ 
fendant  Commission,  but  this  Court  is  bound 
to  accept  the  valuation  of  such  franchises  and 
intangible  property  so  fixed  and  agreed  upon 
in  1895  as  conclusive  at  this  time;  the  Court 
therefore  finds  that  in  order  to  arrive  at  the 
total  present  fair  value  of  the  property  of  the 
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plaintiff  Company,  there  must  be  added  to  the 
values  enumerated  above  and  at  the  said  actual 
cost  to  the  plaintiff  Company  of  such  fran¬ 
chises  and  other  intangible  elements  of  value 
purchased  from  the  said  Washington  & 

Georgetown  Railroad  Company,  not  less  than  $5,150,000 

(h)  The  Court  therefore  finds  the  fair  value 

of  all  of  the  property  of  the  plaintiff  Company 
used  and  useful  for  its  street  railway  opera¬ 
tions  in  the  District  of  Columbia  as  of  Janu¬ 
ary  1,  1925,  to  be  .  : .  $30,906,880 

(i)  The  Court  further  finds  from  the  record  that  under 
the  supervision  and  approval  of  the  defendant  Commission 
the  plaintiff  Company  is  maintaining  a  sinking  fund  for  the 
protection  of  its  property  against  depreciation  and  is  an¬ 
nually  setting  aside  a  portion  of  its  earnings  and  adding  the 
same  to  such  fund,  together  with  the  interest  earnings  ac¬ 
cruing  on  such  fund.  For  this  reason  and  for  the  further 
reason  that  the  record  fails  to  disclose  that  the  rates  of  fare 
heretofore  fixed  bv  the  Congress  of  the  United  States  and 

V_ 

the  defendant  Commission  have  been  adequate  to  justify 
any  deduction  for  accrued  depreciation  from  the  fair  value 
of  the  plaintiff  Company’s  property  as  above  indicated,  no 
such  deduction  should  be  made. 

23  And  it  is  therefore,  this  26tli  day  of  June,  1925, 
Ordered,  adjudged  and  decreed  that  said  Order  No. 
338  of  the  Public  Utilities  Commission  of  the  District  of 
Columbia  promulgated  on  the  4th  day  of  September,  1919, 
by  the  defendants  in  formal  case  before  said  Commission 
No.  51  and  purporting  to  be  a  valuation  of  the  property  of 
The  Capital  Traction  Company,  be  and  the  same  is  hereby 
vacated  and  set  aside  and  held  to  be  unlawful  and  void  inso¬ 
far  as  it  is  inconsistent  with  this  decree,  and  that  the  valu¬ 
ation  of  the  property  of  the  plaintiff  Company  therein  at¬ 
tempted  to  be  made  is  inadequate,  unreasonable,  unlawful' 
and  confiscatory;  and  it  is  further 

Ordered,  adjudged  and  decreed  that  the  said  defendants 
and  their  successors  forthwith  modify  said  order  and  said 
valuation  in  accordance  herewith. 

By  the  Court :  i  A.  A.  HOEHLING, 

(Signed)  Justice . 

The  defendant  notes  an  appeal  to  the  Court  of  Appeals, 
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24  Plaintiff’s  Exhibit  “C”. 

Cap.  Trac.  Co.  v.  P.  U.  C.,  Eq.,  #50618.  ! 

i 

In  the  Supreme  Court  of  the  District  of  Columbia. 

j 

Equity.  No.  37446.  j 

The  Capital  Traction  Company,  Plaintiff, 


vs. 


The  Public  Utilities  Commission  et  al.,  Defendants. 

I 

Memorandum. 

I 

The  Court,  in  its  former  Memorandum  herein,  filed  June 
8,  1925,  announced  the  general  principles  which  should 
govern  the  ascertainment  and  determination  of  the  fair 
value  of  the  property  of  plaintiff. 

Thereafter,  counsel  for  the  respective  parties  submitted 
to  the  Court  schedules  in  which  are  set  forth  th<i  figures 
requisite  and  necessary  to  form  the  basis  of  decree  herein; 
also,  typewritten  arguments  in  support  of  their  respective 
contentions. 

So  far  as  concerns  the  matter  of  cost  of  reproduction 
new,  as  o d  December  31,  1924,  the  plaintiff’s  figure,  (grand 
total,)  of  $25,756,880.,  is  accepted  and  used  by  defendants 
as  a  proper  basis  for  the  final  determination.  From  that 
amount,  however,  defendants  insist  that  there  should  be 
deducted  for  depreciation,  (giving  credit  for  sinking  fund 
method  of  accrual  since  1914,)  the  sum  of  $3,347,175.;  thus 
leaving  the  reproduction  cost,  as  of  December  31,  1924,  less 
depreciation,  to  be  $22,409,705. 

25  The  plaintiff  challenges  the  propriety  of  making 
any  deduction  for  depreciation,  for  the  reason  that 
it  is  maintaining  a  sinking  fund  for  the  protection  of  its 
property  against  depreciation,  and  is  annually  setting 
aside  a  portion  of  its  earnings,  and  adding  the  Hatter  to 
such  fund,  together  with  the  interest  earnings  accruing 
thereon ;  and  for  the  further  reason  that  the  record  herein 
fails  to  disclose  that  the  rates  of  fare,  heretofore  fixed  by 
Congress  and  defendant  Commission,  have  been  adequate 
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to  justify  any  deduction  for  accrued  depreciation  from  tlie 
fair  value  of  plaintiff’s  property. 

Under  the  facts  present  in  the  instant  case,  the  Court 
is  of  opinion  that  the  contention  of  plaintiff  is  well 
founded;  and  that  the  item  of  depreciation  should  not  be 
deducted. 

Furthermore,  defendants  insist  that  the  item  of  $5,- 
150,000.,  (disposed  of  in  the  former  Memorandum  herein,) 
should  not  be  added  to  the  cost  of  reproduction  new,  supra; 
whereas,  plaintiff  insists  that  to  the  total  cost  of  reporduc- 
tion  new,  as  of  December  31,  1924,  the  item  named  should 
be  added.  This  matter  was  disposed  of  in  the  former 
Memorandum,  and  need  not  here  be  separately  discussed. 

Decree  will  be  entered  in  the  cause  in  accordance  with 
the  foregoing. 

(Signed)  HOEHLING, 

Justice. 

June  25,  1925. 

26  Plaintiff's  Exhibit  “D”. 

Cap.  Trac,  Co.  v.  P.  U.  C.,  Eq.,  if50618. 

In  the  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  37446. 

The  Capital  Traction  Company,  a  Corporation,  Plaintiff, 

vs. 

The  Public  Utilities  Commission  of  the  District  of 

Columbia  et  al.,  Defendants. 

Memorandum. 

By  the  act  of  Congress,  approved  March  4,  1913,  there 
was  created  a  Public  Utilities  Commission  for  the  District 
of  Columbia ;  and  by  paragraph  7,  section  8,  thereof,  it  was 
provided 

“That  the  commission  shall  value  the  property  of  every 
public  utility  within  the  District  of  Columbia  actually  used 
and  useful  for  the  convenience  of  the  public  at  the  fair 
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value  thereof  at  the  time  of  said  valuation.”  (Italics  sup¬ 
plied.)  I 

In  paragraph  64,  of  said  section  8,  it  was  provided,  that 
any  public  utility,  dissatisfied  with  any  order  or  decision 
of  the  commission  fixing  any  valuation,  mav  bring  suit,  in 
equity,  in  the  Supreme  Court  of  the  District  of  Columbia, 
to  vacate,  set  aside,  or  modify  any  such  decision  or  order 
on  the  ground  that  the  valuation  is  unlawful,  inadequate 
or  unreasonable;  the  answer  of  the  Commission  bqing  re¬ 
quired  to  be  filed  within  ten  days  thereafter;  whereupon, 
‘ 1  said  proceeding  shall  be  at  issue  and  stand  ready  for 
trial.” 

Acting  in  pursuance  of  the  authority  mentioned,  the 
Commission  proceeded  to  value  the  property  of  the 
27  Capital  Traction  Company,  plaintiff  herein;  land,  by 
its  Order  No.  338,  dated  September  4,  1919,  it  made 
and  filed  its  valuation  of  the  property  of  the  public  utility 
named;  such  valuation  being  fixed  by  the  Commission,  not 
as  of  the  date  of  the  valuation,  as  required  by  the  act, 
supra ,  but  as  of  July  1,  1914,  and,  further,  th^re  was 
eliminated  from  the  valuation  some  five  million  dolljars  and 
odd,  a  part  of  the  historical  cost  of  the  property  ojf  plain¬ 
tiff.  In  both  respects  mentioned,  one  of  the  three  commis¬ 
sioners  dissented. 

Thereafter,  and  on  December  29,  1919,  the  present  suit 
was  filed,  attacking  the  valuation  so  made,  upon  divers 
grounds,  which  will  be  referred  to  later  on,  but  iiicluding 
therein  particularly  and  specifically  the  two  principal  mat¬ 
ters  just  stated.  The  answer  of  the  Commission  \vas  not 
filed  until  March  15,  1920.  Nothing  further  appears  to 
have  been  done  in  the  case,  until  May  10,  1924,  when  plain¬ 
tiff  filed  motion  to  revive  and  restore  the  cause ;  the;  motion 
being  supported  by  affidavit  to  the  effect  that,  while  plain¬ 
tiff  had  been  ready  and  willing  at  all  times  to  try  the  cause, 
and  to  set  the  same  down  for  preferential  hearing,  i  as  pro¬ 
vided  by  the  act,  supra ,  it  had  refrained  from  doing  so  at 
the  request  of  attorneys  for  defendants,  who  desired  that 
this  cause  should  await  the  determination  of  the  j  suit  of 
the  Potomac  Electric  Power  Company  vs.  The  Public  Utili¬ 
ties  Commission,  wherein  the  decision  of  said  Comhaission 
had  been  reversed  by  the  Court  of  Appeals  of  this  District', 
and  remanded  to  the  trial  court  for  further  consideration 
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and  determination,  (51  App.  D.  C.  77;)  and  which 
28  other  cause,  and  the  final  decision  therein,  would  be 
of  controlling  importance  herein  as  to  certain  of  the 
matters  in  controversey  and  dispute. 

On  May  16,  1924,  this  cause  was  so  restored;  and, 
thereafter,  on  May  6,  1925,  counsel  for  the  respective  par¬ 
ties  brought  the  same  on  for  hearing  before  this  Court;  and 

the  same  was  duly  heard  and  submitted. 

%> 

While  the  bill  of  complaint  sets  forth  several  grounds  of 
complaint  in  respect  of  the  valuation  of  plaintiff ’s  property, 
as  so  reached  and  determined  by  defendant  Commission,  the 
real  questions  in  controversy  seem  to  be  readily  deducible 
to  two:  (<?)  that  the  Commission,  instead  of  fixing  a  valua¬ 
tion  of  the  property  ‘‘at  the  fair  value  thereof  at  the  time 
of  said  valuation/1  (which,  in  the  instant  case,  apparently, 
was  June  30,  1919,  or  July  1,  1919,  according  to  the  sched¬ 
ules,  tables,  etc.,  set  forth  in  the  Order,  or  September  4, 
1919,  if  the  date  of  the  Order  be  used  as  the  effective  date), 
fixed  such  valuation  as  of  date,  July  1,  1914;  and,  (b)  that 
the  Commission  failed  properly  to  consider,  as  an  element 
of  the  fair  value  of  the  property,  the  purchase  price  paid 
by  the  Rock  Creek  Railway  Company,  (now  the  Capital 
Traction  Company,)  for  the  franchises  and  other  intangible 
property  of  the  Washington  &  Georgetown  Railroad  Com¬ 
pany,  as  a  going  concern ;  such  purchase  having  been  made 
under  the  express  authority  of  Congress. 

Considering  these  objections  in  the  relative  order  just 
stated: 

(a.) 


As  already  noted,  this  objection  made  by  plaintiff 
29  against  the  valuation  of  its  property  relates  to  the 
date,  July  1,  1914,  used  by  the  Commission  as  the 
basis  for  fixing  the  valuation  of  plaintiff’s  property;  in¬ 
stead  of  valuing  the  property  in  accordance  with  prices  ob¬ 
taining  July  1,  1919,  when  the  valuation  itself  was  actually 

made  bv  the  Commission.  The  uncontradicted  evidence  in 
* 

the  case  not  only  discloses,  but  it  is  a  matter  of  universal 
knowledge,  that,  during  the  five  years  intervening  between 
July  11,  1914,  (tliQ  date  so  selected  and  used  by  the  Com¬ 
mission,  as  above,  and  the  actual  date  of  the  valuation 
made,  July  1, 1919;  there  had  been  a  sharp  rise  in  prices  and 
values ;  and  it  is  an  equally  well-known  and  recognized  fact 
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that,  in  large  part  at  least,  the  rise  in  prices  is  permanent 
in  character,  so  far  at  least  as  concerns  the  matter  of  any 
reasonable  probability  of  a  return  to  pre-war  prices. 

The  act  under  which  the  valuation  was  made  specifically 
directed  and  required  the  Commission  to  value  the  prop¬ 
erty  of  every  public  utility  “at  the  fair  value  thereof  at 
the  time  of  said,  valuation,”  (italics  supplied).  This,  con- 
cededly,  the  Commission  did  not  do,  but,  as  already  shown, 
selected  a  different  and  purely  arbitrary  date,  July  1,  1914, 
and,  in  this  respect,  the  Commission  committed  fundamental 
error  in  its  valuation;  and  which  error  cannot  be  corrected 
by  adding  to  the  valuation  so  made  the  capital  expenditures 
made  by  plaintiff  since  said  date,  (July  1,  1914).  The 
record  in  this  case  shows  conclusively  that  a  valuation  of 
plaintiff’s  property,  as  of  July  1, 1914,  plus  ajpproved 
30  capital  expenditures  made  by  plaintiff  since  that 
date,  will  not  truly  establish  the  value  of  plaintiff’s 
property  as  of  July  1,  1919. 

In  view  of  the  fact  that  this  same  matter  has  been  con¬ 
sidered  and  decided  by  the  Court  of  Appeals  of  this  Dis¬ 
trict,  in  the  case  of  Potomac  Electric  Power  Co.  y.  Public 
Utilities  Commission,  supra ,  51  App.  I).  C.  77,  ft  is  un¬ 
necessary  to  cite  other  decisions  concerning  the  same  mat¬ 
ter,  and  of  which  there  are  many.  Suffice  it  to  say  that,  in 
the  case  just  cited,  the  Court  of  Appeals,  in  reversing  the 
valuation  made  by  the  Commission  and  there  under  review, 
thus  concluded  its  opinion: 

“We  are  of  the  view,  therefore,  that  the  present  cost  of 
reproduction  is  one  of  the  necessary  elements  for  considera¬ 
tion,  along  with  other  relevant  facts,  in  fixing  the  fair  and 
reasonable  value  of  the  property.  The  law  deals  with 
existing  conditions  and  not  with  abstract  theories J’ 

i 

i 

It  thus  appearing  that  the  valuation  as  fixed  by  the  Com¬ 
mission  must  be  reversed  in  respect  of  the  matter  men¬ 
tioned,  it  results  that  such  valuation  must  be  made  as  of  the 
“time  of  said  valuation,”  as  so  required  by  the  act;  and 
which  latter  date,  for  the  purpose  of  convenience]  may  be 
fixed  as  July  1,  1919,  since,  apparently,  the  statements, 
schedules,  computations,  estimates,  etc.,  of  the  engineers 
submitted  to  the  Commission  herein,  so  far  as  concerns  the 
matter  of  1919  values,  are  based  upon  that  date;  Although 
the  formal  order  of  the  Commission  was  not  actually  en- 
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terecl  in  the  cause  until  September  4,  1919,  (some  two 
months  later.) 

In  fixing*  the  fair  value  of  the  physical  properties  of 
plaintiff,  as  of  July  1,  1919,  the  plaintiff  is  entitled 

31  to  the  then  fair  and  reasonable  value  of  its  property, 
based  upon  the  then  present  current  prices  of  ma¬ 
terial  and  labor;  excluding*  from  the  computation,  as  a  basis 
for  the  valuation,  either  the  index  figures  of  the  Department 
of  Labor,  showing  increase  in  commodities  generally  over 
pre-war  costs,  or  the  “prudent  investment,,  theory,  as  con¬ 
tended  for  bv  counsel  for  defendants  at  the  hearing  herein. 
In  other  words,  the  actual  prices  current  in  1919  should  be 
used  in  computing  the  reproduction  values  of  1919. 

In  the  opinion  of  the  Court,  the  basis  of  valuation  above 
directed  is  abundantly  sustained  bv  the  authorities,  but 
a  few  of  which  need  be  here  cited,  in  addition  to  the  de¬ 
cision  by  the  Court  of  Appeals,  supra. 

Smyth  v.  Ames  (169  U.  S.  656;) 

San  Diego  Land  Co.  v.  National  City  (174  id.  757;) 
Stanislous  County  v.  San  Joaquin  &  Co.  (192  id.  201 ;) 
Willcox  v.  Consolidated  Gas  Co.,  (212  id.  19;) 
Minnesota  Rate  Case,  (230  id.  352;) 

Denver  v.  Denver  Union  Water  Co.  (246  id.  178;) 
Southwestern  Bell  Telephone  Case,  (262  id.  276;) 
Bluefield  Water  Works,  etc.  Co.  (id.  679;) 

Ohio  Utilities  Co.,  (69  L.  ed.  293,  decided  March  2, 
1925;) 

Standard  Oil  Co.  v.  Southern  Pacific  Co.,  (id.  534, 
decided  April  20,  1925.) 

(M 

The  remaining  question  in  the  case  concerns  the  failure 
on  the  part  of  the  Commission  to  consider,  as  an  element  of 
the  fair  value  of  the  property,  the  purchase  price  paid  by 
the  Rock  Creek  Railway  Company,  (now  Capital  Traction 
Company,)  for  the  franchises  and  other  intangible  property 
of  the  Washington  &  Georgetown  Railroad  Company,  as  a 
going  concern;  such  purchase  having  been  made  under 

32  the  express  authority  of  Congress,  as  already  stated. 

The  short  of  this  question  is,  that  the  Rock  Creek 
Railway  Company,  under  the  authority  of  an  act  of  Con¬ 
gress,  purchased,  in  1896,  the  property,  franchises,  rights 
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and  privileges  then  owned  by  the  Washington  &  George¬ 
town  Railroad  Company,  paying  therefor  the  sum  of  $10,- 
750,000;  and,  under  like  authority,  changed  its  corporate 
name  to  The  Capital  Traction  Company,  being  tlie  same 
corporation,  of  that  name,  which  is  tlie  plaintiff  herein;  of 
which  amount,  the  Commission  disallowed  the  suip  of,  at 
least,  $5,150,000,  in  its  determination  of  the  historical 
(actual)  cost  of  the  property  of  plaintiff. 

In  order  advisedly  to  pass  upon  tlie  objection  of  plaintiff 
concerning  the  disallowance  by  the  Commission  of  the  item 
mentioned,  it  will  be  helpful  to  trace,  although  but!  briefly, 
the  history  of  the  legislation  which  Anally  resulted  in  the 
acquisition  by  plaintiff  of  the  property  in  question.! 

In  1862,  Congress  granted  corporate  rights  and  privi¬ 
leges  to  the  Washington  &  Georgetown  Railroad  Company, 
and  that  Company  built  and  operated  a  street  railway  in 
this  District.  j 

In  1888,  Congress  granted  a  charter  to  the  Rock  Creek 
Railway  Company,  with  authority  to  operate  a  street  rail¬ 
road  in  this  District;  the  charter  providing  that  tlie  prop¬ 
erty  of  the  company  could  not  be  sold  or  leased  j  without 
first  obtaining  the  written  consent  of  two-thirds  of 
33  its  stockholders  and  of  the  Commissioners  of  the 
District  of  Columbia.  That  act  was  amended,  b^  act 
of  May  28,  1890,  which  provided  a  new  route  crossing  Rock 
Creek;  and,  by  further  amendment,  of  March  3,  1891,  said 
company  was  authorized  to  buy  the  railway,  in  the  State 
of  Maryland,  constructed  by  the  Chevy  Chase  Land  Com- 
pany,  which  connected  with  said  Rock  Creek  Railway  Com¬ 
pany  in  the  District  of  Columbia ;  and  it  was,  j  further, 
therein  authorized  to  issue  its  bonds  to  aid  in  paying  for 
the  construction  and  equipment  of  its  railroad,  and  the 
purchase  and  lease,  construction  and  equipment,  of  |  any  and 
all  future  acquisitions  and  extensions  theretofore  Or  there¬ 
after  provided  for,  and  to  secure  such  bonds  by  mortgage 
or  deed  of  trust  upon  its  rights  of  way  and  all  property, 
whether  real,  personal,  or  mixed,  including  its  franchise  as 
a  corporation;  and,  for  the  purpose  of  Axing  tlp3  capital 
stock  of  the  company,  the  cost  of  purchase  of  lepse,  con¬ 
struction  or  equipment,  and  of  the  acquisition  and  exten¬ 
sion  “  shall  be  deemed  as  a  part  of  the  actual  co$t  of  the 
rights-of-way,  construction,  equipment,  motive  power,’ ’  etc. 
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The  act  was  further  amended,  April  30,  1S92;  which  pro¬ 
vided  for  an  extension  of  its  lines  of  route. 

For  reasons  not  necessary  to  be  here  detailed,  (but  among 
which  may  be  mentioned  that  the  road  ran  through  unde¬ 
veloped  territory,  which  was  thus  opened  up  for  suburban 
residential  purposes,  but  which  latter,  in  those  days,  was 
of  slow  growth,)  the  patronage  of  the  road  was  exceed¬ 
ingly  limited,  and  the  company  found  itself  faced  with  the 
situation  of  operating  expenses  largely  exceeding  its  gross 
income. 

On  the  other  hand,  the  urban  street  railways  of 
34  the  District:  of  Columbia  were  prospering;  and,  of 

these,  the  Washington  &  Georgetown  was,  perhaps, 
the  most  prosperous;  it  was  well  organized;  it  had  an  ex¬ 
tensive  underground  cable  system;  it  needed  suburban  ex¬ 
tension  to  accommodate  its  patronage;  it  was  earning  and 
paying  large  dividends  upon  its  capital  stock,  and  had  ac¬ 
cumulated  a  surplus  of  more  than  125  per  cent  of  its  entire 
capital  stock;  its  business  and  profits  were  continuously 
increasing;  and,  as  a  result,  its  stock,  (the  par  value  of 
which  was  $50  per  share,)  had  a  market  value  on  the  ex¬ 
change  of  $275  per  share  while  its  convertible  bonds  were 
selling  at  200  per  cent. 

Bearing  in  mind  the  situation  of  the  Bock  Creek  Bailway 
Company,  on  the  one  hand,  and  of  the  Washington  & 
Georgetown  Bailroad  Company,  on  the  other,  as  above  out¬ 
lined,  the  Bock  Creek  Bailway  Company,  secured  from  Con¬ 
gress  a  further  amendment  of  its  charter,  by  an  act  ap¬ 
proved  March  1,  1895 ;  and  that  act  is  of  controlling  impor¬ 
tance  herein. 

By  that  amendatory  act,  Congress  authorized  said  Bock 
Creek  Bailway  Company  to  contract  with  and  purchase,  and 
to  operate,  in  connection  with  its  original  lines,  any  street 
railway  company  owning  or  operating  any  intersecting 
line ;  and  to  provide  the  necessary  means  by  an  increase  of 
its  capital  stock  not  to  exceed  the  actual  consideration  paid; 
provided,  that  only  one  fare  should  be  charged  over  all  of 
the  lines  affected ;  and  that  any  such  intersecting  line  might 
enter-  into  such  contract  or  purchase  if  authorized  there¬ 
unto  by  its  stockholders.  It  was  further  therein  provided, 
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that,  in  the  event  of  such  purchase,  the  Reck  Creek 

35  Railway  Company  might  change  its  name  to  The 
Capital  Traction  Company.  And  it  was,  also,  pro¬ 
vided  that  no  such  purchase  could  be  effected  until  the  terms 
of  the  purchase  had  been  approved  by  two-thirds  of  the 
stockholders  of  the  respective  companies  and  of  the  Com¬ 
missioners  of  the  District  of  Columbia. 

In  pursuance  of  the  above  authority,  negotiations  were 
entered  into  with  the  Washington  &  Georgetown  'Railroad 
Co.  A  joint  committee,  representing  the  railroad  just 
named  and  the  Rock  Creek  Railway  Company,  Appraised 
the  total  value  of  the  road  of  the  former  at  $10,750.00.; 
which  included  all  of  its  property,  physical  and  otherwise, 
franchise,  rights  of  way,  good  will,  and  established  busi¬ 
ness. 

Thereafter,  September  21,  1895,  the  purchase  was  made, 
upon  the  terms  mentioned ;  all  of  the  stock  of  the  Washing¬ 
ton  &  Georgetown  Railroad  Company,  (of  which  thjere  were 
outstanding  10,000  shares,  of  the  par  value  of  |$50.  per 
share,  and  of  the  market  value  of  $275.  per  share,)  was  can¬ 
celled;  as  were  the  outstanding  convertible  bonds,  (amount¬ 
ing  to  $4,000,000.  par,  and  $8,000,000.  market  value;  and 
which  bonds  constituted  a  first  lien  upon  all  of  the!  proper¬ 
ties  of  the  railroad.) 

The  name  of  the  new  corporation  then  became  The  Capi¬ 
tal  Traction  Company,  as  so  authorized,  as  above;  and  its 
capitalization  became  $12,000,000.,  also,  as  so  authorized; 
whereof,  $1,250,000.  represented  the  original  capital  stock 
of  the  Rock  Creek  Railway  Company;  and  the  remaining 
$10,750,000.  thereof  represented  the  actual  consid- 

36  eration  paid ,  by  said  Rock  Creek  Railway  Company, 
for  the  purchase  of  said  Washington  &  Georgetown 

Railroad  Company.  j 

In  passing,  it  is  not  without  interest  to  note  tli^t  it  is  a 
fact  historically  well-known  that  many  of  the  stockholders 
of  the  Washington  &  Georgetown  Railroad  Company  were 
dissatisfied  with  the  price  fixed  by  the  written  agreement  of 
sale  and  purchase ;  it  being  insisted  that  the  property  was 
of  greater  value ;  and  some  of  such  stockholders  applied  to 
the  court  for  redress. 
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Upon  the  final  consummation  of  the  transaction,  the  two 
roads  named  were  operated  as  one  system,  a  single  fare 
being  charged  over  the  lines  of  both ;  and  the  territory  con¬ 
tiguous  to  the  Chevy  Chase  Division,  (And  which  was  the 
original  line  of  the  Rock  Creek  Railway  Company,)  began 
to  develop  rapidly,  and  to  be  substantially  improved  by 
dwellings.  Indeed,  the  wonderful  development  of  this  line 
of  street  railway,  and  of  the  territory,  both  urban  and  sub¬ 
urban,  served  by  it,  is  a  lasting  testimonial  to  the  vision, 
foresight,  and  wisdom  of  those  who,  in  1896,  brought 
about  the  purchase  of  the  properties  of  the  Washington  & 
Georgetown  Railroad  Company;  and  that  too  at  a  price 
which  subsequent  events  have  conclusively  established  to 
have  been  both  reasonable  and  proper. 

As  above  shown,  the  amendatory  act,  of  1895,  authorized 
an  increase  in  the  capital  stock  of  the  purchasing  company 
to  the  extent  of  the  actual  consideration  paid  in  the  pur¬ 
chase;  and,  in  paragraph  6  of  the  act  creating  the  Public 
Utilities  Commission,  one  of  the  facts  required  to  be  ascer¬ 
tained  by  the  Commission  was  the  amount  expended 
37  in  the  construction  and  equipment  of  every  public 
utility,  including  the  amount  of  money  expended  to 
procure  any  right  of  way;  and  the  paragraph  further  re¬ 
quired  the  Commission  to  ascertain  the  amount  that  would 
be  required  to  replace  or  reproduce  the  property;  that  is  to 
say,  actual  (historical)  cost  and  the  cost  of  reproduction. 

The  integrity  of  said  transaction  of  purchase  is  not  ques¬ 
tioned  by  the  Commission ;  but  its  treatment  of  the  matter 
is  thus  stated  in  its  majority  opinion,  (p.  14) : 

“The  two  methods  to  be  discussed  and  the  manner  in 
which  they  are  developed  are  of  interest  as  preparatory  to 
the  findings  of  the  commission.  The  first  method  and  the 
one  upon  which  the  company’s  data  has  been  prepared  is 
based  on  the  ascertainment  of  the  actual  cost  of  the  prop¬ 
erty  to  the  present  owners.  The  second  method,  wdiich  was 
adopted  by  the  commission’s  accounting  expert,  provides 
for  ascertaining  the  actual  cost  of  the  existing  units  of  a 
property  used  and  useful  for  the  public  at  the  date  of  the 
investigation.” 
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The  Commission  used  the  second  stated  method,  supra ; 
and,  so  determining,  excluded  from  the  valuation  of  the 
property  of  plaintiff  an  item  of,  approximately,  $3,150,000. 

In  the  light  of  what  has  been  stated  concerning  j  the  pur¬ 
chase  so  made,  no  good  reason  appears  why  a  part  of  the 
purchase  price  should  be  arbitrarily  rejected  as  ah  element 
and  item  of  valuation.  Speaking  of  the  matter,  the  major¬ 
ity  opinion  of  the  Commission  states  (p.  95) : 


6 1  the  commission  has  no  desire  to  question  the  legality  of 
the  transaction  as  between  the  parties  to  it,  but  it!  must  be 
remembered  that  the  public  was  not  a  party  to  this  trans¬ 
action,  and  it  has  certain  rights  in  the  premises  winch  must 
be  considered.’ ’ 


As  matter  of  fact,  and  as  above  shown,  Congress  ex¬ 
pressly  granted  authority  and  permission!  for  the 
38  transaction,  and  it  safe-guarded  the  interests  of  the 
stock-holders  by  requiring  the  written  cdnsent  of 
two-tliirds  thereof;  and  it  safe-guarded  the  interests  of  the 
public  by  requiring  the  written  consent  of  the  Commis¬ 
sioners  of  the  District  of  Columbia.  It  is  hardly  conceiv- 
able,  therefore,  that  a  transaction  thus  safe-guarded  and 
supervised  could  have  been  effected  unless  entirely  legal 
and  proper.  Furthermore,  the  street  railway  corporation 
thus  newly  organized  then  was  and  ever  since  has  been  sub¬ 
ject  to  the  supervisory  control  of  Congress;  aiid  if  the 
transaction  were  properly  subject  to  criticism  of  attack, 
upon  the  ground  that  an  unfair  or  excessive  price  had  been 
paid  in  the  purchase,  that  matter  doubtless  long  since  would 
have  been  investigated,  and,  if  justified,  corrected^  On  the 
contrary,  however,  no  suggestion  of  impropriety,  illegality, 
or  criticism  of  the  amount  paid  has  been  made;  |nor  is  it 
even  now  made  by  the  Commission,  as  above  indicated 
herein. 

Notwithstanding  the  attempt  made  in  the  majority  opin¬ 
ion  of  the  Commission  herein,  (pp.  91-94)  to  distinguish  the 
present  case  from  that  of  Willcox  v.  Consolidated  Gas  Co. 
(212  U.  S.  p.  19),  the  principle  announced  wherein  was 
later  reaffirmed,  in  the  case  of  Newton  v.  Consolidated  Gas 
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Co.,  (258’  U.  S.  165;)  it  seems  logically  impossible  to  escape 
the  conclusion  that  the  identical  matter  now  being  consid¬ 
ered  was  exactly  and  precisely  determined  and  decided  by 
the  Supreme  Court  of  the  United  States  in  said  Willcox- 
Consolidated  Gas  Co.  case,  and  later  reaffirmed  by  it  in  said 
Newton-Consolidated  Gas  Co.  case;  and  that  the 

39  principle  so  therein  announced  and  established  is 
controlling  upon  this  Court  in  respect  of  the  item  so 

rejected  by  the  Commission. 

So  finding  and  holding,  it  results,  that  the  Commission 
further  erred  in  rejecting,  as  an  element  of  valuation,  said 
time  of  $5,150,000. 

Using  the  schedules  and  data  heretofore  prepared  by  the 
engineers  for  the  respective  parties,  and  applying  thereto 
the  principles  above  announced,  it  would  seem  that  .there 
should  be  no  difficulty  in  supplying  the  figures  and  totals 
necessary  to  arrive  at  the  fair  value  of  the  property  of 
plaintiff,  as  of  date  July  1,  1919;  to  which  may  be  added,  if 
the  parties  hereto  so  agree,  (and  the  Court  understands 
that  they  do  so  agree,)  the  amount  of  additions  to  capital , 
at  actual  cost,  since  July  1,  1914,  up  to  December  31,  1924; 
which  latter  amount,  (additions  to  capital,)  as  approved  by 
the  Commission  and  taken  from  its  records,  the  Court  un¬ 
derstands  to  be  $3,062,008.  The  net  result  of  all  thereof,  (if 
such  course  be  adopted,  and  which  would  seem  to  be  desir¬ 
able,)  will  be  to  bring  the  fair  valuation  of  the  property  of 
plaintiff  up  to  January  1,  1925;  in  other  words,  substan¬ 
tially  to  date. 

The  course  of  procedure  just  suggested  is  made  yjossible 
in  this  ease  by  the  concession  of  counsel  for  plaintiff  that 
the  rise  in  the  general  level  of  prices  since  1919  has  not  been 
sufficiently  great  to  make  it  worth  while  to  open  up  the  rec¬ 
ord  for  the  purpose  of  submitting  additional  testimony  in 
respect  of  present  current  prices;  for  which  reason  counsel 
for  plaintiff  state  “the  Company  will  be  satisfied  to 

40  use  the  actual  prices  current  in  1919.”  (Brief  p.  23.) 

Upon  the  completion  of  the  schedules,  and  an 
agreement  reached  between  counsel  as  to  the  items  and 
totals,  prepared  in  accordance  with  the  principles  an- 
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nounced  herein,  appropriate  decree  may  be  prepared,  and 
submitted  upon  notice. 

A.  A.  HOEHLIN(&, 

JUstice. 

June  8,  1925. 

•  j 

41  Plaintiff's  Exhibit  “E 

Cap.  Trac.  Co.  v.  P.  U.  C.,  Eq.,  #50618.  |  • 

Decision  of  Court  of  Appeals  of  the  District  of  Columbia, 
by  George  E.  Martin ,  Chief  Justice ,  re  Valuation  of  the 
Capital  Traction  Company  as  of  January  1,  1925. 

Public  Utilities  Commission  of  D.  C.,  Appellajnts, 

v.  ! 

The  Capital  Traction  Company,  Appellee.! 

42  Court  of  Appeals  of  the  District  of  Columbiq. 

No.  4412.  | 

The  Public  Utilities  Commission  of  the  District  of 

Columbia,  Appellants, 

v.  j 

The  Capital  Traction  Company,  a  Body  Corporate, 

Appellee. 

j 

Appeal  from  the  Supreme  Court  of  the  District  of 

Columbia. 

i 

i 

Before  Martin,  Chief  Justice,  Robb  and  Van  Orsdel, 

Associate  Justices. 

This  is  an  appeal  by  the  Public  Utilities  Commission  of 
the  District  of  Columbia  from  a  decree  of  the  Supreme  Court 
of  the  District  of  Columbia  setting  aside  a  rate-base  valua¬ 
tion  of  the  street-railway  property  of  The  Capital  Traction 
Company  made  by  the  commission  by  authority  of!  the  Act 
of  March  4, 1913,  37  Stat.  974.  j 

It  is  provided  by  that  Act  that  the  commission  when  mak¬ 
ing  such  a  valuation  of  the  property  of  a  public  utility  shall 
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ascertain  the  amount  of  money  expended  for  its  construc¬ 
tion  and  equipment  and  for  its  right  of  way;  the  amount  it 
would  require  to  secure  the  right  of  way  and  reconstruct 
or  replace  all  of  the  physical  properties  belonging  to  the 
utility;  also  the  amount  of  its  outstanding  stock,  bonds, 
etc.,  its  gross  and  net  income,  and  other  facts  relating  to  its 
condition  and  operation.  The  commission  shall  thereupon 
value  the  property  of  the  utility  actually  used  and  useful 
for  the  convenience  of  the  public  4  4 at  the  fair  value  thereof 
at  the  time  of  said  valuation  ”.  If  anv  utility  be  dissatis- 
tied  with  the  commission's  valuation  it  may  commence  a 
proceeding  in  equity  in  the  Supreme  Court  of  the  District 
to  set  aside  or  modify  the  valuation,  and  an  appeal  may  be 
taken  from  the  court’s  decree  in  such  case  to  this  court. 

In  the  instant  case  the  commission  began  its  valuation  of 
the  property  of  The  Capital  Traction  Company  in  the 
month  of  April  1914,  and  on  September  4,  1919,  it  promul¬ 
gated  its  findings,  and  reported  the  fair  value  of  the 
43  company’s  property  as  of  June  30,  1919,  4 4 used  and 
useful  for  electric  rail  operations  within  the  District 
of  Columbia,”  to  be  the  sum  of  $14,270,495.51.  In  arriving 
at  this  decision,  however,  the  commission  failed  to  first 
ascertain  the  reproduction  cost  of  the  property  as  of  the 
date  of  the  valuation,  to  wit,  June  30,  1919,  but  instead, 
ascertained  the  reproduction  cost  as  of  July  1, 1914.  It  then 
added  the  subsequent  net  additions  to  investment  up  to  June 
30,  1919,  and  accepted  the  total  as  the  reproduction  cost  of 
the  property  as  of  the  latter  date.  This  was  done  upon  the 
theory  that  the  increased  prices  prevailing  during  the 
World  War  were  abnormal  and  temporary,  and  that  repro¬ 
duction  cost  should  be  computed  as  of  July  1,  1914,  as  nor¬ 
mal  for  the  purposes  of  the  valuation. 

The  company  appealed  to  the  Supreme  Court  of  the  Dis¬ 
trict,  which  held  that  this  method  of  computing  reproduc¬ 
tion  cost  was  unlawful,  being  in  violation  of  the  express 
terms  of  the  statute  which  requires  the  value  to  be  deter¬ 
mined  as  of  the  date  of  the  valuation.  The  commission’s 
valuation  was  accordingly  set  aside,  and  it  is  now  conceded 
that  this  ruling  was  correct.  Potomac  Electric  Power  Com¬ 
pany  v.  Commission  51  App.  D.  C.  77.  It  was  then  agreed 
by  the  parties  that  the  lower  court  should  find  the  fair 
value  of  the  company’s  property  as  defined  by  the  act,  as  of 
January  1, 1925.  This  the  court  did  upon  the  record  before 
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it,  and  found  the  value  as  of  that  date  to  be  $30p06,880. 
The  commission  then  appealed  to  this  court. 

The  total  valuation  thus  found  by  the  lower  court  was 
composed  of  t lie  following  items,  to  wit,  $17,937,419  as  the 
net  cost  of  reproduction  on  January  1,  1925  of  the  com¬ 
pany’s  physical  property  included  within  the  correspond¬ 
ing  valuation  found  by  the  commission  as  of  June  30,  1914, 
less  subsequent  retirements:  $748,182  for  the  cost  of  cer¬ 
tain  lands,  and  $114,333  for  other  lands;  $309,000  for  “pre¬ 
organization  expense”;  $30,000  for  “preliminary  opera¬ 
tion  expense”;  $1,946,281  for  “certain  right  of  way  ex¬ 
penditures  and  development  costs  allowed  by  the  commis¬ 
sion  and  not  questioned  by  plaintiff  company”;  $4,-89,826 
as  the  reproduction  cost  on  January  1,  192|5,  of  all 
44  additions  to  the  physical  property  of  the  company 
made  between  June  30,  1914  and  January  jl,  1925; 
$125,688  for  materials  and  supplies  on  hand;  and  $256,151 
for  working  capital.  These  items  aggregate  $25^756,880, 
and  represent  the  total  reproduction  cost  new  |  without 
deduction  for  depreciation,  of  the  company’s  line  as  of 
January  1,  1925,  considered  as  a  going  concern,  but  not  in¬ 
cluding  franchises  or  good  will.  The  lower  cofirt  then 
added  to  the  foregoing  total  the  sum  of  $5,150,000  as  the 
actual  or  historical  cost  to  the  company  of  the  franchises 
and  good  will  of  the  Washington  &  Georgetown  Railroad 
Company,  purchased  by  the  present  company,  together 
with  the  line  of  the  former  company,  in  the  year  1895.  The 
inclusion  of  this  item  brings  the  lower  courts  final  valua¬ 
tion  of  the  companv’s  propertv  to  the  aforesaid  sum  of 
$30,906,880.  ’  j 

This  item  of  $5,150,000  for  franchises  and  good  will  was 
presented  to  the  commission  when  making  its  valuation, 
and  was  totally  rejected  by  it.  It  is  now  contested  by  the 
commission.  I 

It  appears  that  The  Capital  Traction  Company  first  took 
that  name  in  the  vear  1895  concurrentlv  with  a  merger  of 
the  intersecting  lines  of  The  Washington  &  Georgetown 
Street  Railroad  Company  and  The  Rock  Creek  Railway 
Company  of  the  District  of  Columbia.  The  Washington  & 
Georgetown  Railroad  Company  had  a  capital  stock  6f  10,000 
shares  of  the  par  value  of  $50  per  share,  and  a  bohded  in¬ 
debtedness  of  $4,000,000.  These  bonds,  bearing  6%  annual 
interest,  were  secured  by  deed  of  trust  and  contained  a  stip- 
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illation  that  they  should  be  “interchangeable  for  stock  at 
par  whenever  the  right  to  increase  the  capital  stock  in  an 
amount  equal  to  the  amount  of  bonds  issued  shall  be  ob¬ 
tained.”  The  company  enjoyed  great  prosperity,  its  shares 
of  stock  ($50  par)  were  selling  at  $275  per  alia  re,  and  its 
bonds,  owing  to  the  provision  for  interchange  with  stock  at 
par,  were  quoted  at  double  par  value.  The  Rock 
45  Creek  Railway  Company  had  a  capital  stock  of  $1,- 
250,000 ;  it  served  a  territory  not  yet  fully  developed, 
and  was  operating  at  a  net  annual  loss.  In  the  year  1895, 
The  Rock  Creek  Railway  Company  was  authorized  by  Act 
of  Congress,  28  Stat.  700,  to  “contract  with  any  street  rail¬ 
way  company  owning  or  operating  a  connecting  or  inter¬ 
secting  line  for  the  joint  management,  lease  or  purchase  of 
such  connecting  line  or  lines,  and  operate  the  same  in  con¬ 
nection  with  its  original  line;  and  in  case  of  such  contract 
may  provide  the  means  necessary  by  an  increase  of  its  capi¬ 
tal  stock  not  to  exceed  the  actual  consideration  paid  or  the 
actual  cost  of  the  necessary  equipment.”  It  was  also  pro¬ 
vided  by  the  Act  that  in  event  the  company  entered  into  such 
a  contract  as  contemplated  by  the  Act  its  Directors  were 
authorized  to  change  its  name  from  The  Rock  Creek  Rail¬ 
way  Company  of  the  District  of  Columbia  to  The  Capital 
Traction  Company.  Under  authority  of  this  Act  The  Rock 
Creek  Railway  Company  purchased  the  line  of  The  Wash¬ 
ington  &  Georgetown  Railroad  Company,  and  assumed  its 
present  name  of  The  Capital  Traction  Company.  In  carry¬ 
ing  out  this  transaction  the  company  issued  its  corporate 
shares  to  the  amount  of  $12,000,000  of  which  $2,750,000  were 
delivered  to  the  stockholders  of  the  vendor  company  in  ex¬ 
change  for  their  stock  in  that  company,  being  at  the  rate  of 
$275  per  share;  and  $8,000,000  were  delivered  to  the  bond¬ 
holders  of  the  vendor  company  in  payment  of  their  bonds 
at  double  par  value;  the  remaining  $1,250,000  went  to  the 
stockholders  of  The  Rock  Creek  Railway  Company  for  their 
stock  at  par  in  that  company.  It  appears  that  the  book 
value  of  the  property  of  The  Washington  &  Georgetown 
Railroad  Company  at  the  time  of  the  transaction  was  only 
$5,103,376.25;  in  other  words  the  purchase  price  paid  in 
stock  by  The  Capital  Traction  Company  for  the  property 
of  The  Washington  &  Georgetown  Railroad  Company, 
amounted  to  $5,646,623.75  over  its  book  value  at  the  time 
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of  the  purchase.  This  resulted,  of  course,  chiefly  from  the 
payment  of  $8,000,000  in  stock  for  the  $4,000,000  of  bonds 
as  already  noted.  It  is  claimed  by  the  company  tjliat  this 
excess  over  the  book  value  of  the  properties  of  th£  vendor 
company  was  paid  for  its  franchises  and  good  will.  The 
lower  court  approved  this  claim  and  accordingly 
46  added  the  sum  of  $5,150,000  as  aforesaid  to  the  re¬ 
production  cost  of  the  company’s  physical  properties 
and  the  various  other  intangible  items  already  included 
within  the  valuation. 

In  our  opinion  this  allowance  was  erroneous.  T|he  claim 
that  the  sum  of  $5,150,000  was  paid  for  the  franchises  and 
good  will  of  The  Washington  &  Georgetown  Railroad  Com¬ 
pany  is  not  substantial,  since  the  amount  paid  was  mani¬ 
festly  based  upon  the  prices  of  its  stocks  and  bonds  then 
prevailing  in  the  stock  markets,  and  these  prices  were 
largely  speculative.  No  charge  of  bad  faith  is  tnade  re¬ 
specting  the  merger,  although  comment  is  made  upon  the 
fact  that  the  six  per  cent  bonds  in  question  were!  redeem¬ 
able  at  par  within  ten  years  after  their  date  at  the  option 
of  the  debtor  company,  and  that  three-fourths  of  tliem  were 
redeemable  within  four  vears  after  the  date  of  the  merger, 
and  one-half  of  the  remainder  in  less  than  eight  vears  there- 
after.  Moreover  the  bonds  were  not  convertible  into  stock 
at  par  unless  and  until  “the  right  to  increase  the  capital 
stock  in  an  amount  equal  to  the  amount  of  bonds  issued  shall 
be  obtained,”  and  no  such  permission  was  ever!  actually 
obtained.  Stress  however  is  laid  by  the  company  upon  the 
fact  that  since  the  merger  the  validity  of  the  stock  thus  is¬ 
sued  had  never  been  questioned,  but  has  been  continuously 
bought  and  sold  and  is  now  held  in  good  faith  by  the  public. 
It  is  likewise  claimed  that  the  merger  received  legislative 
approval  by  virtue  of  the  acts  relating  to  the  franchises  of 
the  respective  companies,  and  that  the  interests  of  the  pub¬ 
lic  were  protected  by  a  proviso  that  the  merger  should  not 
be  effective  without  the  consent  of  the  Commissioners  of 
the  District  of  Columbia.  The  Act  of  March  1,  l|895,  how¬ 
ever,  under  which  the  merger  was  effected  does  not  under¬ 
take  to  prescribe  the  prices  or  terms  upon  which  such  a 
merger  might  be  effected,  nor  does  it  require  the  consent  of 
the  District  Commissioners  as  conditional  thereto.  More¬ 
over  the  record  does  not  disclose  that  such  consent  was  ever 
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actually  given.  It  is  true  that  a  proviso  of  this  character 
appears  in  the  Act  of  June  ‘23, 1888,  25  Stat.  199,  202 

47  but  that  statute  did  not  govern  the  transaction  in 
question.  In  our  opinion  no  greater  consideration 

should  be  given  to  the  franchises  acquired  from  The  Wash¬ 
ington  &  Georgetown  Railroad  Company,  than  would  be 
given  tliam  if  that  company  were  still  a  going  concern  and 
a  valuation  should  be  made  of  its  property  under  the  act. 
Nor  do  we  see  any  reason  for  excluding  the  franchises  of 
The  Rock  Creek  Railway  Company  from  the  valuation,  if 
those  of  the  Washington  &  Georgetown  Railroad  Company 
be  included  therein. 

It  is  a  general  rule  that  franchises  of  this  character  are 
not  to  be  included  lin  a  rate-base  valuation.  Cedar  Rapids 
Gas  Light  Co.  v.  Cedar  Rapids,  223  U.  S.  655,  669;  Georgia 
Ry.  v.  R.  R.  Comm.,  262  U.  S.  625,  632.  The  instant  case  is 
not  governed  by  Willcox  v.  Consolidated  Gas  Co.  212  U.  S. 
19,  for  in  that  case  the  franchises  were  expressly  named  by 
statute  as  elements  of  value  to  be  included  in  the  consolida¬ 
tion.  Moreover  the  court’s  opinion  in  that  case  contains 
the  following  admonition  respecting  its  authority  as  a  prec¬ 
edent,  to  wit:  “What  has  been  said  herein  regarding  the 
value  of  the  franchises  in  this  case  has  been  necessarily 
founded  upon  its  own  peculiar  facts,  and  the  decision 
thereon  can  form  no  precedent  in  regard  to  the  valuation  of 
franchises  generallv,  where  the  facts  are  not  similar  to  those 
in  the  case  before  us,  we  simply  accept  the  sum  named  as  the 
value  under  the  circumstances  stated.”  See  also  comments 
of  Judge  Hand  in  Consolidated  Gas  Co.  v.  Newton,  Atty. 
General  267  Fed.  Rep.  231,  240;  aff’d  258  U.  S.  165.  Good 
will  likewise  should  be  excluded  from  such  a  valuation.  Will¬ 
cox  v.  Consolidated  Gas  Co.  supra;  Des  Moines  Gas  Co.  v. 
Des  Moines,  238  U.  S.  153, 169.  Nor  can  past  losses  be  capi¬ 
talized  as  property  on  which  to  base  rates.  Knoxville  Water 
Co.  v.  Knoxville  212  U.  S.  1,  14;  Galveston  Electric  Co.  v. 
Galveston,  258  IT.  S.  388;  Ga.  Ry.  v.  R.  R.  Comm.,  supra. 

We  hold  accordingly  that  the  sum  of  $5,150,000,  should  be 
deducted  from  the  valuation  found  by  the  lower  court, 
thereby  reducing !  the  total  valuation  to  the  sum  of 
$25,756,880. 

48  The  commission  complains  that  the  lower  court 
made  no  deduction  for  depreciation  from  its  estimate 
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of  the  reproduction  cost  of  the  company’s  property.!  In  the 
commission’s  valuation  it  was  reported  by  the  engineers 
that  the  deduction  for  depreciation  should  exceed  the  sum 
of  two  million  dollars,  but  the  commission  stated,  “|As  pre¬ 
viously  explained  the  commission  approves  this  amount  as 
representing  true  accrued  depreciation,  but  concludes  that, 
in  the  present  finding  of  fair  value  as  a  basis  for  rates,  a 
materially  lesser  amount  should  now  be  deducted  from 
costs  new.”  The  record  does  not  disclose  what  specific  sum 
was  thus  deducted  bv  the  commission.  The  lower  court, 
however,  found  that  no  such  deduction  should  be  mja.de,  for 
the  reason  that  the  company  had  maintained  a  sinking  fund 
for  the  protection  of  its  property  against  depreciation,  and 
is  annually  setting  aside  a  portion  of  its  earnings  ajnd  add¬ 
ing  the  same  to  such  fund,  and  that  the  record  i’ail^  to  dis¬ 
close  that  the  rates  of  fare  heretofore  fixed  bv  the  iommis- 

*  m  i 

sion  have  been  adequate  to  justify  any  deduction;  for  ac¬ 
crued  depreciation  from  the  fair  value  of  the  coippany’s 
property.  It  appears  from  the  record  that  the  company  has 
a  sinking  fund,  for  depreciation  of  $2,075,155.18  of  which 
1,156,930.70  is  “invested  in  property  of  the  company”,  and 
the  residue  is  in  cash  and  productive  securities.  It  also  ap¬ 
pears  that  the  property  of  the  company  has  been  main¬ 
tained  in  the  highest  condition  in  point  of  material  con¬ 
struction  and  efficiency;  and  there  is  no  testimony  in  the 
record  as  to  actual  depreciation  of  the  property. 

We  are  convinced  that  under  all  the  circumstances  the 
decision  of  the  lower  court  upon  this  subject  should  not  be 
disturbed.  On  the  record  before  us  any  such  deduction 
would  necessarily  rest  upon  doubtful  theories  only.  !  It  may 
be  assumed  that  the  sinking  fund  maintained  by  tjie  com¬ 
pany,  part  of  which  has  been  employed  consistently  jwith  its 
proper  purpose,  is  sufficient  to  balance  the  actual  deprecia¬ 
tion  of  the  property,  and  this  fund  does  not  enter  into  the 
rate-bearing  valuation.  It  must  be  remembered  moreover 
that  the  present  valuation  is  not  intended  as  a  buying 
49  and  selling  price  of  the  property,  but  for  rate-making 
purposes,  and  the  company  is  entitled  to  collect  rates 
sufficient  to  balance  the  depreciation  as  well  as  to  pay  a  rea¬ 
sonable  return  upon  the  invested  capital.  Queenes  Gas 
Company  case  1  Fed.  (2d)  351,  365;  Southern  Bdl  Tele- 
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graph  &  Telephone  Co.  v.  Railroad  Commission,  5  Fed.  (2d) 
77,  95;  Brooklyn  Union  Gas  Co.  v.  Prendergast,  7  Fed.  (2d) 
628,  669. 

According!  v  we  modified  the  decree  of  the  lower  court 
and  do  find,  adjudge  and  decree  that  the  value  of  the  prop¬ 
erty  of  The  Capital  Traction  Company  actually  used  and 
useful  for  the  convenience  of  the  public,  at  the  fair  value 
thereof  on  January  1,  1925,  was  $25,756,880.  It  is  further¬ 
more  ordered,  adjudged  and  decreed  that  the  commission 
and  its  successors  in  office  shall  forthwith  modify  tlieir 
former  valuation  and  order  in  accordance  herewith,  costs  to 
be  equally  divided  between  the  parties. 

(Signed)  G FORGE  E.  MARTIN, 

Chief  Justice  Court  of  Appeals 

of  the  District  of  Columbia . 
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Plaintiff's  Exhibit  “F”. 


Cap.  Trac.  Co.  v.  P.  U.  C.,  Eq.,  #50618. 

Court  of  Appeals j  of  t lie  District  of  Columbia,  January 

Term,  1927. 


No.  4412. 


The  Public  Utilities  Commission  of  the  District  of 
Columbia,  an  Alleged  Body  Corporate,  and  Charles  W. 
Kutz  and  Louis  Brownlow,  Commissioners  of  the  Dis¬ 
trict  of  Columbia,  Constituting,  as  Such  Commissioners, 
the  Public  Utilities  Commission  of  the  District  of  Colum¬ 
bia,  Appellants, 

vs. 

The  Capital  Traction  Company,  a  Body  Corporate. 

Appeal  from  the  Supreme  Court  of  the  District  of 

Columbia. 

This  cause  came  on  to  be  heard  on  the  transcript  of  the 
record  from  the  Supreme  Court  of  the  District  of  Colum¬ 
bia  and  was  argued  by  counsel. 

On  consideration  whereof,  It  is  now  here  ordered,  ad¬ 
judged,  and  decreed  by  this  Court  that  the  decree  of  the 
said  Supreme  Court  in  this  cause  be,  and  the  same  is  hereby, 
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modified,  and  we  find  that  the  value  of  the  property  of  the 
Capital  Traction  Company  actually  used  and  useful  | for  the 
convenience  of  the  public,  at  the  fair  value  thereof  on 
January  1,  1925,  was  $25,756,880.  And  it  is  further  or¬ 
dered,  adjudged  and  decreed  that  the  Commission  and  its 
successors  in  office  shall  forthwith  modify  their  jformer 
valuation  and  order  in  accordance  herewith.  Costs  to  be 
divided  equallv  between  the  parties. 

Per  Mr.  CHIEF  JUSTICE  MARTIN), 

February  7,  11927. 

[Endorsed:]  Xo.  4412.  Court  of  Appeals  of  the  District 
of  Columbia,  January  Term,  1927.  Decreed.  Court  of 
Appeals,  District  of  Columbia.  Filed  February  7,  1927. 
Henry  W.  Hodges,  clerk. 

•f  O  7 
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Plaintiff's  Exhibit  “G”. 

Cap.  Trac.  Co.  v.  P.  U.  C.,  Eq.,  #50618. 


Public  Utilities  Commission  of  the  District  of  Columbia. 


Order  No.  373. 


Formal  Case  No.  81. 


April  15, 


1920. 


In  the  Matter  of  the  petitions  of  The  Washington  Rail- 
way  and  Electric  Company  and  Its  Subsidiary  Com¬ 
panies,  the  City  and  Suburban  Railway  of  Washington, 
the  Georgetown  and  Tennallytown  Railway  Coinpany, 
and  the  Washington-Interurban  Railroad  Company  for 
an  Increase  in  the  Rate  of  Fare. 

I 

By  the  Commission:  On  January  6,  1920,  the  Washing¬ 
ton  Railway  and  Electric  Company,  on  its  own  behalf  and 
on  behalf  of  its  subsidiaries,  the  City  and  Suburban  Rail¬ 
way  of  Washington,  the  Georgetown  and  Tennallytown 
Railway  Company,  and  the  Washington-Interurban  Rail¬ 
road  Company,  renewed  its  application  of  July  9,  1919, 
(Formal  Case  No.  77),  for  an  increase  in  the  rate  of  fare, 
praying  that  the  evidence  taken  thereon  be  treated  as  a 
part  of  this  case.  The  application  now  before  the  Commis¬ 
sion  is  in  effect  a  petition  for  a  modification  of  its  orders 
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numbers  344  and  345,  fixing’  the  rate  of  fare  on  the  several 

street  rail  wav  lines  within  the  District  of  Columbia  at 

•/ 

seven  cents  cash,  or  four  tickets  for  twenty-five  cents  for  a 
six  months’  period  to  end  on  April  30,  1920.  As  those 
orders  apply  not  only  to  the  petitioners  but  to  The  Capital 
Traction  Company,  the  East  Washington  Heights  Trac¬ 
tion  Railroad  Company,  the  Washington-Virginia  Railway 
Company,  and  the  Washington  and  Maryland  Railway 
Company  as  well,  these  last-named  companies  were  made 
parties  to  the  proceeding  by  the  issuance  of  order  number 
365. 

At  the  time  of  the  receipt  of  the  pending  applica- 
52  lion  of  the  Washington  Railway  and  Electric  Com- 

V.-' 

pany,  the  Commission  had  in  preparation  a  bill  to  be 
presented  to  Congress  providing  for  certain  much  needed 
adjustments  in  the  local  street  railway  situation.  The 
primary  objects  of  the  proposed  legislation  were  to  change 
the  form  of  taxation  of  street  railway  companies  from  one 
based  on  gross  receipts  to  one  based  on  operating  income, 
and  to  relieve  the  street  railway  companies  of  the  burden 
now  imposed  upon  them  of  paying  the  entire  cost  of  main¬ 
taining  street  railway  crossing  policemen. 

The  street  railways  of  the  District  of  Columbia  are 

% 

grouped  into  two  principal  systems  which  are  highly  com¬ 
petitive  in  the  thickly  populated  portions  of  the  city,  but 
which  are  quite  dissimilar  as  a  whole  in  that  one  operates 
and  maintains  twice  the  mileage  of  the  other  system,  hav¬ 
ing  ten  suburban  feeders  running  to  the  District  boundaries 

while  the  other  has  onlv  two  such  suburban  feeders.  The 

%> 

gross  receipts  of  the  two  systems  are  practically  identical, 
but  the  costs  of  operation  are  very  much  larger  in  the  case 
of  the  system  with  the  large  suburban  mileage.  Under 
existing  law  the  taxes  (other  than  the  tax  on  real  estate) 
paid  by  the  two  systems  are  equal.  By  the  proposed  legis¬ 
lation  outlined  above  the  tax  burden  will  be  shifted  and  the 
disparity  in  net  earning  power  greatly  reduced.  Three 
months  have  elapsed  since  this  legislation  was  introduced 
and  the  six  months’  period  during  which  the  present  rates  of 
fare  were  to  apply  has  almost  expired.  In  the  meantime 
operating  costs  have  materially  increased,  thus  aggravat¬ 
ing  the  perplexing  features  of  the  street  railway  fare  prob¬ 
lem  caused  by  the  disparity  in  the  earning  power  of  the 
two  companies. 
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Extended  hearings  were  held  bv  the  Committee!  on  the 
District  of  Columbia  of  the  House  of  Representatives  be¬ 
ginning  January  -7,  1920,  and  ending  February  24, 

53  1920,  at  which  members  of  the  Public  Utilities  Com¬ 
mission,  officials  of  the  street  railway  companies,  and 

the  public  were  heard  at  length.  At  the  date  of  this  order, 

no  action  had  been  taken  bv  the  Committee. 

•/ 

The  Public  Utilities  Commission  held  formal  public  hear¬ 
ings  on  March  23,  24,  and  31,  and  April  5, 1920,  during  which 
the  Washington  Railway  and  Electric  Company  presented 
figures  showing  that  it  is  earning  annually  $434,000.00  less 
than  a  6%  return  on  the  fair  value  of  the  property  of  the 
four  component  companies  of  its  system  within  the  District 
of  Columbia  as  found  by  this  Commission.  To  this  amount 
the  company  adds  estimated  increased  expenditures  for  way 
and  structures  during  1920,  an  increase  in  the  cost! of  coal 
for  the  same  period,  a  contingent  allowance  of  $50,000,  and 
an  additional  amount  of  $292,000,  to  meet  a  demand  of  its 
employees  for  a  wage  increase  equal  to  that  recently 
granted  by  The  Capital  Traction  Company  to  its  employees. 
This  indicates  that  the  Washington  Railway  and  Electric 
Company  will  fall  short  of  earning  a  tic/o  return  on  the  fair 
value  of  its  property  by  $918,000.00. 

At  the  request  of  the  Commission,  the  Washington  Rail¬ 
way  and  Electric  Company  presented  information  through 
its  expert,  Professor  Albert  S.  Richey,  of  the  application  of 
a  zone  system  to  its  lines.  Decided  opposition  was  mani¬ 
fested  by  individual  citizens  and  by  representatives  of 
various  civic  bodies  to  the  adoption  of  any  form  of  meas¬ 
ured  service,  and  while  the  Commission  believes  that  it  is 
right  and  just  in  principle  that  the  users  of  a  public! service 
should  pay  for  that  service  as  far  as  possible  in  proportion 
to  the  cost  of  furnishing  it  to  them,  it  is  of  the  opinion  that 
under  present  conditions  it  is  inadvisable  to  adopt  j  a  zone 
system  of  street  car  fares  or  any  other  form  of  meas- 

54  ured  street  railway  service. 

The  company  in  its  petition  asks  that  the  addi¬ 
tional  revenues  be  provided  in  part  by  the  imposition  of  a 
charge  of  two  cents  for  intra-company  transfers.  A;  charge 
for  intra-company  transfers  involves  many  inequities  and 
makes  its  almost  impossible  to  effect  operating  economies 
through  the  rerouting  of  cars  from  time  to  time  as  may  be 
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made  necessary  to  meet  changing  traffic  conditions.  While 
a  small  charge  for  transfers  does  tend  to  eliminate  the 
abuses  which  exist  in  any  system  of  free  transfers,  the  ob¬ 
jections  to  the  charge  are  believed  to  outweigh  the  advan¬ 
tages.  Its  adoption  is  therefore  believed  to  be  inadvisable. 

The  company’s  estimates  as  to  the  increased  revenues 
that  will  result  from  an  increase  in  the  rate  of  fare,  are 
based  on  a  traffic  load  of  80,000,000  pay  passengers  annu- 
allv.  If  the  rate  of  fare  were  increased  to  seven  cents  cash 
with  no  tickets,  the  company  estimates  a  traffic  loss  of 
21/->%;  with  the  fare  increased  to  eight  cents  cash  with 
tickets  at  seven  and  a  half  cents  each,  the  traffic  loss  is  esti¬ 
mated  at  6% ;  with  the  fare  increased  to  eight  cents  cash 
with  no  tickets,  the  traffic  loss  is  estimated  at  8%.  Under 
these  assumptions,  the  revenues  would  be  increased  by* 
$400,000,  $617,000,  and  $825,000,  respectively.  The  largest 
of  these  amounts  is  less  than  the  amount  which  the  company 
estimates  it  will  require  to  enable  the  company  to  earn  6% 
upon  the  fair  value  of  its  property. 

The  Commission  is  of  the  opinion  that  only  a  part  of  the 
relief  asked  for  should  be  secured  by  an  increase  in  rates 
of  fare  and  that  in  fixing  a  rate  the  Commission  should 
assume  that  Congress  will  also  grant  relief  through  a  modi¬ 
fied  form  of  taxation. 

A  ticket  fare  of  seven  and  one-half  cents  with  a 
55  cash  fare  of  eight  cents  will  yield  an  additional  an- 
nual  revenue  of  approximately  $625,000.  If  to  this 
is  added  the  relief  which  would  follow  the  enactment  of  the 
proposed  legislation,  the  amount  of  the  company’s  revenues 
would  be  sufficient  to  yield  a  6%  return  on  the  fair  value  of 
its  property  as  ascertained  by  this  Commission. 

To  give  this  relief  to  the  Washington  Railway  and  Elec¬ 
tric  Company  and  its  subsidiaries  without  at  the  same  time 
establishing  the  same  increased  rates  on  the  lines  of  its 
competitor  The  Capital  Traction  Company,  would  mean 
that  so  much  traffic  would  be  deflected  from  the  Washing¬ 
ton  Railway  and  Electric  System  to  The  Capital  Traction 
Company  that  the  revenues  of  the  former  would  be  de¬ 
creased  probably  to  a  point  below  actual  operating  ex¬ 
penses,  thus  defeating  the  purpose  of  the  grant  of  relief, 
and  at  the  same  time  destroying  the  service  standard  of 
The  Capital  Traction  Company  by  an  overwhelming  traffic 


I 


47 


THE  CAPITAL  TRACTION  COMPANY  ET  AL. 

load  which  it  could  not  possibly  accommodate.  In  other 
words,  it  is  necessary  in  the  public  interest  to  maintain  a 
uniform  rate  of  street  railway  fare  to  prevent  a  disarrange¬ 
ment  of  street  railway  service  disastrous  to  the  companies 
and  to  the  public  alike. 

The  Commission  is  faced,  therefore,  with  the  necessity  of 
granting  an  increase  to  both  systems,  but  it  believjes  that 
the  Congress  should  readjust  the  method  of  taxation!  so  that 
the  Washington  Railway  and  Electric  Company  will  be  re¬ 
lieved  of  a  portion  of  its  present  tax  burden.  The  revenues 
of  the  District  thus  diminished  would  be  recouped!  by  in¬ 
creasing  the  tax  on  the  other  svstem,  and  this  increased  tax 
would  in  turn  offset  the  fare  increase  granted  to  that  com¬ 
pany  solely  to  protect  the  public  from  the  evil  consequences 
of  different  rates  of  fare  for  the  several  companies. 
56  The  proposed  increased  fare  will  under  Existing 
law  unduly  increase  the  revenues  of  The  papital 
Traction  Company,  but  if  the  street  railway  lines j  of  the 
District  of  Columbia  be  considered  as  a  whole,  the  new  rate 
will  yield  a  return  only  slightly  in  excess  of  7  %  on  the  com¬ 
bined  fair  value  of  all  the  street  railway  property  used  and 
useful  for  street  railway  purposes  in  the  District  | of  Co¬ 
lumbia  as  heretofore  determined  by  this  Commission!. 

After  careful  consideration  of  all  the  evidence  in  tills  case 
the  Commission  is  of  the  opinion  that  street  railway  fares 
should  be  increased  and  it  is  therefore, 

Ordered : 

(1)  That  the  initial  rate  of  fare  on  the  lines  of  the!  Wash¬ 
ington  Railway  and  Electric  Company,  the  City  and  Subur¬ 
ban  Railway  of  Washington,  the  Georgetown  and  Tennally- 
town  Railway  Company,  the  Washington-Interurbah  Rail¬ 
road  Company,  The  Capital  Traction  Company,  thfe  East 
Washington  Heights  Traction  Railroad  Company,  dnd  the 
Washington- Virginia  Railway  Company  within  the  district 
of  Columbia  be  and  it  is  hereby  increased  to  eight  cents 
cash;  Provided,  however,  that  each  of  the  said  street  rail¬ 
way  companies  shall  sell  four  tickets  or  tokens  for  thirty 
cents,  and  shall  receive  and  exchange  tickets  or  tokens  with 
each  other. 

(2)  That  if  paper  tickets  are  used,  each  company  shall 
issue  its  own  tickets  and  sell  no  tickets  issued  by  any  other 
company,  and  such  tickets  after  having  been  once  used  shall 

i 
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be  cancelled  by  the  company  which  issued  the  same.  For 
the  purposes  of  this  order,  the  Washington  Railway  and 
Electric  Company,  the  City  and  Suburban  Railway  of 
Washington,  the  Georgetown  and  Tennallytown  Railway 
Company,  and  the  Washington-Interurban  Railroad  Com¬ 
pany  shall  be  considered  as  comprising  one  system 
57  and  one  form  of  tickets  may  be  issued  and  sold  by 
them. 

Similarly,  the  Washington  and  Maryland  Railway  Com- 
pany  (whose  lines  are  now  leased  and  operated  by  The 
Capital  Traction  Company)  shall  be  considered  as  a  part 
of  the  said  The  Capital  Traction  Company’s  system,  and 
one  form  of  tickets  may  be  issued  and  sold  by  them. 

(3)  That  nothing  contained  herein  shall  be  construed  to 
alter,  modify  or  amend  the  present  practices  of  the  several 
companies  mentioned  herein  relating  to  the  issuance  and 
receipt  of  inter-company  and  intra-company  transfers. 

(4)  That  all  street  railway  tickets  issued  by  the  several 
street  railway  companies  mentioned  herein  at  the  rate  of 
six  and  one-fourth  cents  each  shall  not  be  valid  for  trans¬ 
portation  after  12:01  o’clock  a.  m.,  May  1,  1920.  All  such 
tickets  held  by  the  public  and  not  used  for  transportation 
before  the  last  mentioned  time  and  date,  shall  be  redeemed 
at  their  face  value  by  the  companies  issuing  them  when 
presented  at  the  offices  of  the  companies  by  the  holders 
thereof. 

(5)  That  this  order  shall  take  effect  at  12 :01  o’clock  a.  m., 
May  1,  1920,  and  remain  in  force  until  12:01  o’clock  a.  m., 
January  1, 1921.  On  January  1, 1921,  the  rate  of  fare  shall 
be  restored  automatically  to  that  in  effect  on  October  18, 
1919,  unless  on  or  before  January  1,  1921,  the  Commission 
shall  have  ordered  otherwise. 

LOUIS  BROWNLOW, 

C.  W.  KUTZ, 

Public  Utilities  Commission 
of  the  District  of  Columbia. 

A  true  copy. 

Executive  Secretary. 

N. 
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58  Plaintiff's  Exhibit  “H”. 
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Cap.  Trac  Co.  v.  P.  U.  C.  Eq.,  if  50618. ! 
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Public  Utilities  Commission  of  the  District  of  Columbia. 


Order  No.  400. 


December  30L  1920. 


Formal  Case  No.  90. 


In  the  Matter  of  the  Application  of  the  Washington  Rail¬ 
way  and  Electric  Company,  on  Its  Own  Behalf  and  on 
Behalf  of  Its  Subsidiaries,  the  City  and  Suburban  Rail¬ 
way  of  Washington,  Georgetown  and  Ten n allyto wn 
Railway  Company,  and  the  Washington-Interurban 
Railroad  Company,  for  an  Increase  in  Rates  of!  Fare. 


By  the  Commission  :  By  the  terms  of  Commission’s  order 
number  373,  issued  April  15,  1920,  the  rate  of  fare  on  the 
several  street  railway  lines  in  the  District  of  Columbia  was 
increased  from  7  cents  cash,  or  four  tickets  or  tokens  for 
25  cents,  to  8  cents  cash,  or  four  tickets  or  tokens  for  30 
cents,  to  be  effective  until  January  1,  1921.  The  order  also 
provided  that  on  this  latter  date  the  rate  of  fare  would  be 
restored  automatically  to  7  cents  cash  or  four  tickets  for 
25  cents,  unless  on  or  before  said  date  the  Commission 
should  order  otherwise. 

On  November  30,  1920,  the  Washington  Railway  and 
Electric  Company  for  itself  and  for  its  subsidiary  street 
railway  companies  (the  City  and  Suburban  Railway  of 
Washington,  the  Georgetown  and  Tennallytown  jRailway 
Company  and  the  Washington-Interurban  Railroad  Com¬ 
pany)  petitioned  the  Commission  for  permission  tp  charge 
and  collect,  after  January  1,  1921,  a  cash  fare  of  i  8  cents, 
with  transfer  privileges  as  at  present,  and  asking  j  also  for 
a  revision  of  the  rates  for  special  or  chartered  carsJ  As  the 
rate  of  fare  prescribed  by  order  number  373  applies  not 
only  to  the  petitioners  in  this  case  but  to  The  Capital  Trac¬ 
tion  Company,  the  East  Washington  Heights  Traction  Rail- 
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road  Company,  the  Washington- Virginia  and  the  Washing¬ 
ton  and  Maryland  Railway  Company,  these  last  named  com¬ 
panies  were  made  parties  to  the  proceeding  by  the  issuance 
of  order  number  397,  and  were  represented  at  the  public 
hearings  held  on  December  16  and  17,  1920,  to  consider  this 
petition. 

The  evidence  presented  by  the  petitioners  at  these  hear¬ 
ings  shows  that  in  the  six  months  period  that  has  elapsed 
since  the  present  rate  of  fare  was  fixed  by  the  Commission, 
beginning  May  1,  1920,  the  net  income  of  the  companies 
available  for  return  amounted  to  $510,489.77,  which  amount 
has  been  verified  by  the  Commission's  accountants.  In- 
eluded  in  the  operations  of  the  companies  for  this  period, 
however,  are  several  items  of  major  renewals  and 
59  replacements  of  tracks,  totaling  $225,696.50,  charged 
to  operating  expenses,  approximately  one-third  of 
which  the  companies  state  is  later  to  be  transferred  to 
capital  accounts,  representing  improvements  and  better¬ 
ments  to  track  and  roadway.  For  the  purpose  of  this  dis¬ 
cussion  one-tliird  of  this  amount  should  be  added  to  the 
net  income  of  the  company  during  the  past  six  months. 

The  testimony  of  representatives  of  both  the  Washing¬ 
ton  Railway  and  Electric  Company  and  The  Capital  Trac¬ 
tion  Company  shows  that  they  are  attempting  to  follow  the 

rules  laid  down  bv  the  Interstate  Commerce  Commission  in 

* 

the  manner  of  treating  renewals  and  replacements  of  track 
and  roadway.  These  two  companies,  however,  place  dif¬ 
ferent  interpretations  on  those  rules,  the  former  apparently 
capitalizing  less  than  the  proper  amount,  while  the  latter  is 
capitalizing  more  than  the  proper  amount.  It  is  the  inten¬ 
tion  of  the  Commission  to  formulate  definite  rules  to  govern 
such  cases  but  is  not  prepared  at  this  time  to  announce  the 
proper  procedure. 

It  also  appears  from  the  evidence  that  deductions  have 
been  made  by  the  petitioners  since  July  1,  1920,  of  approx¬ 
imately  $3,750.00  per  month  for  the  purpose  of  paying  the 

Federal  income  tax.  Several  of  the  State  Public  Utilitv 

* 

Commissions  have  recently  questioned  the  propriety  of 
charging  the  Federal  income  tax  as  a  part  of  operating 
expenses.  This  Commission  concurs  in  the  opinion  that  the 
Federal  income  tax  law  contemplates  that  the  burden  shall 
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be  imposed  on  the  corporation  and  paid  out  of  its  net 
profits  and  not  passed  on  to  the  public. 

It  appears,  too,  that  the  contractual  relations  between  the 
petitioning*  companies  and  the  Potomac  Electric  Power 
Company,  whereby  the  former  pay  no  part  of  the  fixed 
charges  on  the  investment  of  the  Potomac  Electric  Power 
Company  in  the  Benning  power  plant  and  in  the  transmis¬ 
sion  and  substation  equipment  used  jointly  by  all  |of  them, 
have  not  been  changed  since  the  question  was  first  con¬ 
sidered  by  the  Commission.  Computations  made!  in  1917 
indicated  that  the  annual  operating  expenses  of  |the  rail¬ 
way  companies  would  be  increased  by  approximately  $220,- 
000.00  if  they  bore  their  share  of  the  fixed  charges  above 
referred  to.  Of  this  amount,  $132,000.00  was  applicable 
to  the  companies’  railway  operations  within  the  District  of 
Columbia.  Developments  since  1917  indicate  that  this 
amount  should  be  increased,  but,  for  the  purpose  of  this 
hearing,  it  is  sufficient  to  say  that  the  operating  Expenses 
of  the  railway  companies  would  be  increased  by  at  least 
$132,000.00  per  annum  if  they  dealt  at  arm’s  length! with  the 
power  company. 

Making  the  three  adjustments  outlined  above,  the  com¬ 
panies’  actual  net  income  for  the  past  six  months  is:  approx¬ 
imately  $475,867.23  instead  of  $510,489.77  as  shown  by  the 
books.  % 

60  The  companies  stated  in  their  petition  and  sub¬ 
mitted  evidence  to  show  that  the  net  income  available 
for  return  for  the  six  months  period  ended  October  31,  1920, 
as  shown  by  their  books  does  not  fully  reflect  the  present  or 
prospective  operating  costs,  mainly  for  the  reason  that  coal 
prices  have  advanced  subsequent  to  that  date  and  ithat  the 
actual  expenditures  on  roadway  and  structures  have  ex¬ 
ceeded  the  charges  for  maintenance  and  depreciation  as 
they  have  been  entered  upon  the  companies’  booH.  They 
claim,  further,  that  a  reduction  of  approximately  2  .per  cent 
in  volume  of  traffic  may  be  expected  during  the  qext  few 
months. 

As  to  coal,  it  appears  from  the  testimony  that  the  com¬ 
panies’  claim  for  an  allowance  of  $37,738.05  (representing 
the  amount  by  which  operating  expenses  for  the  sii  months 
period  would  have  been  increased  had  coal  been  purchased 
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at  present  prices)  is  based  upon  the  highest  price  paid  for 
coal  since  October  31,  1920,  although  the  testimony  shows 
that  recent  purchases  have  been  at  a  price  ot  only  72  cents 
per  ton  in  advance  of  the  contract  price.  It  the  most  favor¬ 
able  price  for  open  market  purchases  of  coal  be  used,  the 
amount  of  $37,738.05  is  reduced  to  $25,700.30. 

As  to  increased  costs  for  maintenance  and  depreciation, 
the  testimony  shows  that  the  companies  have  been  setting 
aside  for  this  purpose  approximately  $83,000.00  a  month 
since  May  1,  1920,  following  a  plan  presented  by  them  to 
the  Commission  in  two  letters  dated  December  1,  1919,  and 
June  9,  1920.  It  is  claimed  by  the  petitioners  that  actual 
expenditures  have  exceeded  this  amount  by  $9,809.12  per 
month,  or  a  total  of  $58,854.71  for  the  six  months  period. 
In  view  of  the  fact  that  the  Commission  has  considered 
above  the  effect  of  the  capitalization  of  the  proper  propor¬ 
tion  of  the  costs  of  major  renewals  and  replacements,  this 
amount  is  accepted  here  without  change  for  the  purposes 
of  this  case. 


The  companies’  claim  that  a  reduction  of  at  least  2  per 
cent  in  volume  of  traffic  may  be  expected,  is  based  primarily 
upon  the  probable  further  reduction  in  the  number  of  Gov¬ 
ernment  employees.  While  the  volume  of  traffic  during  the 
six  months  period  ended  October  31,  1920,  is  8.5  per  cent 
less  than  during  the  corresponding  period  of  1919,  a  large 
part  of  this  loss  may  be  attributed  to  the  lower  rate  of  fare 
and  to  the  greater  activities  of  the  Federal  Government 
during  the  latter  period.  The  Congress  was  not  in  session 
during  the  summer  of  1920  and  the  exodus  from  the  city 
during  the  months  of  July,  August  and  September  was  re¬ 
flected  directly  in  the  street  car  traffic.  During  the  month 
of  October,  1920,  the  volume  of  traffic  was  7.8  per  cent 
greater  than  the  average  for  the  preceding  three  months, 
while  in  1919  the  October  traffic  exceeded  the  average  for 
the  preceding  three  months  by  only  5.2  per  cent.  Traffic 
data  covering  other  periods  during  which  there  has  been  an 
appreciable  reduction  in  Government  forces  show  that  such 
changes  do  not  necessarily  create  a  corresponding  reduction 
in  the  number  of  passengers  and  that  any  such  tendency  is 
more  than  offset  by  the  increase  due  to  the  normal  growth 
of  the  city. 
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61  The  Commission  lias  carefully  analyzed  the  rates 

submitted  by  the  petitioners  for  special  apd  char¬ 
tered  cars,  and  is  of  the  opinion  that  the  proposed  new  rates 
are  reasonable  and  just  and  bring  the  charges  for  this  serv¬ 
ice  more  nearly  in  conformity  with  the  rate  paid  for  indi- 
vidual  transportation.  The  total  revenue  from  this  source 
is  small,  approximately  $4,000.00  per  annum  within  the  Dis¬ 
trict  of  Columbia,  which  will  be  increased  about  $1,200.00 
by  the  proposed  new  rates. 

If  these  adjustments  are  made  the  estimated  net  revenues 
for  the  ensuing  six  months  will  amount  to  approximately 
$451,366.93.  "  | 

In  arriving  at  the  fair  value  of  their  properties  jfor  the 
purposes  of  this  case  the  petitioners  have  followed  the 
method  laid  down  by  the  Commission  in  its  previous | orders, 
adding;  to  the  amount  announced  bv  the  Commission  in  its 
valuation  order  number  339  as  of  June  30,  1919,  the! net  ad¬ 
ditions  to  property  since  that  date  at  their  actual  cost,  tak¬ 
ing  the  weighted  average  of  the  amounts  added  duijing  the 
past  six  months.  The  allowance  for  materials  and  Supplies 
has  been  increased  by  $91,709.32,  which  is  the  actual  in¬ 
crease  over  the  Commission's  allowance  in  September, 

1919,  as  shown  by  the  books.  Cash  working  capital  hjas  been 
increased  by  $127,000.00  based  upon  1/12  of  the  operating 
expenses  (excluding  taxes)  for  the  year  ended  October  31, 

1920.  The  total  fair  value  on  this  basis  as  of  the  labt  men¬ 
tioned  date,  as  estimated  by  the  petitioners,  amounts  to 
$16,853,563.52.  This  amount  is  not  accepted  by  the  Com¬ 
mission  as  final,  but  is  used  for  the  purposes  of  this;case. 

The  rate  of  return  on  this  fair  value,  using  the  estimated 
net  revenues  given  above,  will  equal  5.35  per  cent,  per  an¬ 
num.  If  the  increase  in  the  rate  of  fare  petitioned  for  were 
granted,  it  would  increase  the  companies’  revenues  on  an 
annual  basis,  according  to  the  testimony  of  the  companies, 
by  $338,556.70  and  the  rate  of  return  by  approximately  2.00 
per  cent. 

The  evidence  shows  that  during  the  seven  months  in 
which  the  present  rate  of  fare  has  been  in  effect,  the;  net  in¬ 
come  of  The  Capital  Traction  Company  available  |for  re¬ 
turn,  after  allowing  for  accrual  of  taxes,  is  $857^436.00, 
representing  an  annual  rate  of  return  of  11.2  per  cent,  on 
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the  fair  value  of  the  company’s  property  as  determined  by 
the  Commission.  If  the  rate  of  fare  asked  for  by  the  peti¬ 
tioners  were  granted  and  applied  uniformly  to  the  other 
street  railway  companies,  the  effect  on  the  revenues  of  The 
Capital  Traction  Company,  assuming  the  same  volume  of 
traffic  as  has  obtained  during  the  past  seven  months  and 
the  same  operating  expenses,  would  be  to  increase  the  rate 
of  return  from  1 1.2  per  cent,  to  13.15  per  cent. 

In  the  argument  in  this  case  by  representatives  of  citi¬ 
zens’  associations,  the  Commission  was  urged  to  authorize 
a  continuance  of  the  present  rate  of  fare  for  the  Washing¬ 
ton  Railway  and  Electric  Company  and  its  subsidiary  com¬ 
panies,  viz.  8  cents  cash,  with  four  tokens  for  30  cents,  and 
fix  the  rate  of  fare  on  the  lines  of  The  Capital  Traction 
Company  at  S  cents  cash  or  four  tokens  for  25  cents. 
62  The  Commission  was  also  urged  to  abolish  the 
charge  of  2  cents  for  inter-company  transfers.  In 
declining  to  give  favorable  consideration  to  the  first  of 
these  two  suggestions,  the  Commission  is  of  the  opinion  that 
it  is  inadvisable  to1  depart  from  its  position  in  this  matter, 
to  which  it  has  referred  at  length  in  previous  opinions.  The 
Commission  firmly  believes  that  it  is  necessary  in  the  pub¬ 
lic  interest  to  maintain  a  uniform  rate  of  fare  on  all  street 


railway  lines  within  the  District  of  Columbia  to  prevent  a 
disarrangement  of  the  service  that  would  be  disastrous  to 
the  companies  and  the  public  alike. 

In  its  order  number  373,  the  Commission  referred  to  the 
legislative  measures  pending  before  Congress  which  seek 
to  equalize  the  disparity  in  net  earning  power  of  the  peti¬ 
tioners  and  that  of  the  competing  company  (The  Capital 
Traction  Company)  by  a  revision  of  the  method  of  taxation 
on  the  earnings  of  these  companies.  Xo  action  on  these 
measures  has  yet  been  taken  by  the  Congress.  The  Com¬ 
mission  is  of  the  opinion  that  no  appreciable  relief  from 
present  conditions  whereby  one  system  receives  less  than  a 
fair  return  and  the  other  an  excessive  return  can  be  ob¬ 
tained  until  some  change  in  the  taxation  methods  is  adopted, 
or  until  a  merger  of  the  several  companies  is  effected. 

In  its  order  number  344  the  Commission  referred  to  the 
claim  of  the  petitioners  that  the  division  of  receipts  from 
the  sale  of  2  cent  inter-company  transfers  issued  by  them 
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and  The  Capital  Traction  Company  was  inequitable  and 
stated  that  a  further  study  of  this  question  would  be  made 
and  a  decision  rendered  to  take  effect  as  of  November  1, 
1919.  Such  a  study  has  been  made  of  the  operations  of  the 
companies  during;  the  past  year,  as  a  result  of  which  the 
Commission  reaches  the  conclusion  that  the  receipts  from 
this  source  should  be  distributed  equally  between  the  peti¬ 
tioners  and  The  Capital  Traction  Company.  In  vie\y  of  this 
decision  the  Commission  believes  that  the  charge  for  inter¬ 
company  transfers  might  well  be  abolished,  as  suggested  by 
representatives  of  the  citizens’  associations,  were  it  not  for 
1  lie  very  great  congestion  in  traffic  that  would  take  place  at 
some  of  the  points  of  transfer  if  free  transfers  were  au¬ 
thorized.  To  meet  this  condition  and  to  reduce  tile  possi¬ 
bility  of  abuse  of  the  transfer  privilege,  the  Commission  is 
of  t lie  opinion  that  a  charge  for  such  transfers  should  be 
continued  but  be  reduced  to  1  cent  each.  Based  itpon  the 
experience  of  the  last  six  months  this  will  reduce  the  rev¬ 
enues  of  each  of  the  two  street  railway  systems  by  approxi¬ 
mately  $18,000.00  a  year,  but  it  is  believed  that  this  reduc¬ 
tion  will  be  offset  to  some  extent  by  an  increased  use  of  such 
transfers. 

After  a  careful  consideration  of  all  the  circumstances  of 
this  case,  the  Commission  is  of  the  opinion,  first,  that  it  is 
inadvisable  to  grant  the  request  of  the  petitioners  fbr  an  in¬ 
crease  in  the  individual  rate  of  fare;  second,  that  the  pres¬ 
ent  individual  rate  of  fare  should  be  continued;  third,  that 
the  petitioners’  request  for  an  increase  in  the  chartered  or 
special  car  rates  should  be  granted;  fourth,  that  th<j  present 
authorized  charge  for  inter-company  transfers  should  be 
reduced  from  2  cents  to  1  cent. 

03  The  rates  above  authorized  will  be  effective  only 
to  March  31,  1921,  in  the  expectation  that  [prior  to 
that  date  Congress  will  enact  the  relief  legislation  hereto¬ 
fore  referred  to,  legislation  which  will  be  urgecjl  by  the 
Commission  as  essential  for  the  proper  solution  of  tjhe  street 
railway  problem  in  the  National  Capital. 

It  is,  therefore, 

Ordered : 

(1)  That  the  initial  rate  of  fare  to  be  charged  and  col¬ 
lected  by  the  Washington  Railway  and  Electric  Company, 
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the  City  and  Suburban  Railway  of  Washington,  the  George¬ 
town  and  Tennallytown  Railway  Company,  the  AYashington- 
Interurban  Railroad  Company,  The  Capital  Traction  Com¬ 
pany,  the  AA’ashington  and  Maryland  Railway  Company, 
the  Hast  Washington  Heights  Traction  Railroad  Company 
and  the  Wasliington-ATrginia  Railway  Company,  per  pas¬ 
senger,  per  trip,  as  fixed  by  Commission’s  order  num¬ 
ber  373  at  8  cents,  cash,  or  four  tokens  or  tickets  for  30 
cents,  be  and  the  same  is  hereby  continued  in  effect  to  March 
31,  1921. 

(2)  That  the  charge  of  2  cents  for  inter-company  trans¬ 
fers  now  in  effect  on  the  lines  of  the  several  street  railway 
companies  mentioned  herein,  be  and  the  same  is  hereby  re¬ 
duced  to  1  cent  for  each  inter-companv  transfer,  which 
transfers  shall  be  issued  and  received  by  the  several  street 
railway  companies  under  the  conditions  and  limitations 
now  prescribed  by  the  orders  of  the  Commission. 

(3)  That  nothing  in  this  order  shall  be  construed  to 
abolish  or  abridge  the  existing  free  transfer  privileges  now 
granted  by  the  several  street  railway  companies  mentioned 
herein. 

(4)  That  the  receipts  by  the  Washington  Railway  and 
Electric  Company  and  its  subsidiary  railway  companies  and 
by  The  Capital  Traction  Company  from  the  sale  of  inter¬ 
company  transfers  issued  and  received  between  these  com¬ 
panies  shall  be  distributed  between  them  in  equal  propor¬ 
tions,  and  that  this  method  of  distribution  shall  apply  to 
all  receipts  from  this  source  from  and  after  November  1, 
1919. 

(5)  That  the  rates  for  chartered  or  special  car  service 
now  in  effect  be  and  the  same  are  hereby  increased  in  ac- 
cordance  with  the  schedule  filed  in  this  case  and  made  a  part 
hereof. 

(6)  That  the  several  street  railway  companies  mentioned 
herein  shall  file  with  the  Commission,  within  ten  davs  from 
the  date  of  this  order,  revised  tariffs  in  accordance  with  the 

rates  herein  provided. 

64  (7)  That  this  order  take  effect  at  12:01  o’clock 

a.  m.,  January  1,  1921,  and  continue  in  force  until 

12:01  o’clock  a.  m.,  April  1,  1921.  On  April  1,  1921,  the 

initial  rate  of  fare  shall  be  restored  automatically  to  that 
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in  effect  on  October  18,  1919,  unless  on  or  before!  April  1, 
1921,  the  Commission  shall  have  ordered  otherwise. 

C.  W.  KUTZ, 

J.  T.  HENDRICK,  ! 

MABEL  T.  BOAR  DM  AN,  ' 

Public  Utilities  Commission 
of  the  District  of  Columbia. 

A  true  copy. 


Executive  Secretary. 

WCA/TR.  | 

65  Plaintiff's  Exhibit  “I”. 

Cap.  Trac.  Co.  v.  P.  U.  C.,  Eq.,  =50618.  j 
Public  Utilities  Commission  of  the  District  of  Columbia. 

i 

I 

Order  No.  417. 

March  28j  19*21. 

Formal  Case  No.  95.  j 

In  the  Matter  of  the  Application  of  the  Washington  Rail¬ 
way  and  Electric  Company,  on  Its  Own  Behalf |  and  On 
Behalf  of  Its  Subsidiary  Companies,  the  City  and  Sub¬ 
urban  Railway  of  Washington,  the  Georgetown  and 
Tennallytown  Railway  Company,  and  the  Washing- 
ton-Interurban  Railroad  Company,  for  a  Continuation, 
on  and  After  April  1,  1921,  of  the  Existing  Rates  of  Fare. 

In  the  Matter  of  the  Installation  of  Route  or  Destination 
Signs  on  the  Sides  of  the  Cars  of  the  Washington  Rail¬ 
way  and  Electric  Company  and  its  Subsidiary  Street 
Railway  Companies.  | 

In  the  Matter  of  the  Petition  of  The  Capital  Traction 
Company  That  the  Rates  of  Fare  Prescribed  by  Commis¬ 
sion's  Order  No.  400,  to  be  Effective  on  and  Aftejr  April 
1,  1921  (Unless  Otherwise  Ordered  Before  Said  Date),  be 
not  put  in  Effect  on  the  Lines  of  the  said  Capital  Traction 
Company,  and  That  said  Company  be  Made  a  Party  to 
the  Hearings  in  the  Matter  of  the  Rates  of  Fare  for 
Street  Railways  in  the  District  of  Columbia  to  be  Effec¬ 
tive  On  and  After  April  1,  1921.  j 

By  the  Commission:  By  the  terms  of  its  order  number 

373,  issued  April  15,  1920,  the  Commission  authorized  an 
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increase  in  the  rates  of  fare  to  he  charged  by  the  street  rail¬ 
way  companies  operating  in  the  District  of  Columbia,  from 
seven  cents  cash,  or  four  tickets  or  tokens  for  twenty- five 
cents,  to  eight  cents  cash,  or  four  tokens  for  thirtv  cents, 
and  in  paragraph  five  (5)  thereof  provided  as  follows: 

“That  this  order  shall  take  effect  at  12:01  o’clock,  a.  m., 
May  1,  1020,  and  remain  in  force  until  12:01  o’clock,  a.  m., 
January  1,  1021.  On  January  1,  1021,  the  rate  of  fare  shall 
be  restored  automatically  to  that  in  effect  on  October  18, 
191.0,  unless  on  or  before  January  1,  1921,  the  Commission 
shall  have  ordered  otherwise.” 

These  increased  rates  of  fare  were  continued  in  effect 
until  March  31,  1921,  by  the  terms  of  its  order  number  4-00, 
issued  December  30,  1020,  after  which  date  they  are  to  be 
restored  automatically  to  five  cents  cash,  with  a  charge  of 
two  cents  for  all  transfers,  unless  prior  to  April  1,  1021,  the 
Commission  shall  have  ordered  otherwise. 

00  On  Februarv  24,  1021,  the  Washington  Railway 
and  Electric  Company,  on  behalf  of  itself  and  its 
subsidiary  street  railway  companies  (the  City  and  Sub¬ 
urban  Railwav  of  Washington,  the  Georgetown  and  Ten- 
nallvtown  Railway  Company  and  the  Washington-Inter- 
urban  Railroad  Company)  petitioned  the  Commission  for 
a  continuance,  after  April  1,  1021,  of  the  existing  rates  of 
fare  prescribed  by  said  order  number  400. 

On  March  1,  1021,  the  Capital  Traction  Company  also 
petitioned  the  Commission  that  it  be  made  a  party  to  any 
hearing  on  the  question  of  the  rates  of  fare  to  be  authorized 
after  April  1,  1021,  claiming  that  under  present  conditions 
the  rate  of  five  cents  cash,  with  a  charge  of  two  cents  for 
all  transfers  would  be  entirely  inadequate  to  cover  the  cost 
of  furnishing  service  on  its  lines. 

As  the  rates  of  fare  prescribed  by  orders  numbered  373 
and  400  apply  not  only  to  the  petitioners  in  this  case,  but 
to  the  East  Washington  Heights  Traction  Railroad  Com¬ 
pany,  the  Washington-Virginia  and  the  Washington  and 
Maryland  Railway  Company,  these  last  named  companies 
were  made  parties  to  this  proceeding  by  the  issuance  of 
order  number  413  and  were  required  to  be  represented  at 
the  public  hearing  held  on  March  16,  1921,  to  consider  the 
above  mentioned  petitions. 
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Ill  the  notice  setting  the  date  for  the  public  hearing  on 
this  question,  the  Commission  stated  that  it  would  give 
consideration  also  to  the  matter  of  installation  of  signs  on 
the  sides  of  the  cars  of  the  Washington  Railway  and  Elec¬ 
tric  Company,  and  its  subsidiaries,  which  the  Conjunission 
had  directed  that  company  to  install,  and  to  the  enforce¬ 
ment  of  which  the  company  had  entered  its  objections. 

The  outstanding  feature  in  the  street  railway  situation  in 
the  District  of  Columbia  is  the  question  of  the  merger  of 
the  several  companies,  a  question  which  has  been  before 
this  Commission  in  every  case  affecting  the  rates  I  of  fare, 
and  which  is  further  emphasized  in  the  present  ca^e  by  the 
insistance  on  the  part  of  the  petitioners  that  the  jrates  of 
fare  to  be  authorized  shall  be  uniform  on  all  lines?  operat¬ 
ing  in  the  District.  The  Commission  has  uniformlv  held 
that  a  different  rate  of  fare  on  the  lines  of  the  two  peti¬ 
tioners,  competing  as  they  do  in  the  congested  ar^a  of  the 
District,  would  prevent  the  companies  from  giving  satis¬ 
factory  service,  would  result  in  unbearable  congestion  on 
the  lines  of  the  company  having  the  lower  rate  of  fare  and 
would  require  those  people  who  are  compelled  to  travel  on 
the  lines  of  the  other  company  to  pay  a  rate  of  faife  out  of 
proportion  to  the  value  of  the  service  rendered. 

The  evidence  presented  at  the  hearing  on  this  ca$e  by  the 
Washington  Railway  and  Electric  Company  shows  that  on 
the  basis  of  the  operations  of  the  nine  months  ended  Janu¬ 
ary  31,  1921  (during  which  period  the  present  rates  of  fare 
have  been  in  effect)  that  company  has  earned  a  rjeturn  at 
the  rate  of  5.28%  per  annum  on  the  fair  value  of  its  prop¬ 
erty  within  the  District  of  Columbia,  as  found!  by  this 
Commission.  Similar  evidence  presented  by  the!  Capital 
Traction  Company,  using  however,  the  ten  monthjs  period 
ended  February  28,  1921,  shows  that  at  the  presenf  rate  of 
fare  that  company  has  earned  a  return  at  the  rate  qf  10.6% 
on  the  fair  value  of  its  property.  During  these  two 
67  periods,  the  Washington  Railway  and  Electfic  Com¬ 
pany  carried  60,313,672  passengers,  or  an  j  average 
of  6,701,489  per  month  for  nine  months;  while  the  Capital 
Traction  Company  ’ carried  59,830,697  passengers  or  an 
average  of  5,983,069  per  month  for  ten  months.  Ho  better 
illustration  of  the  unequal  earning  power  of  the  two  sys¬ 
tems,  which  are  highly  competitive  in  the  congested  portion 
of  the  District,  can  be  given  than  is  shown  by  these  figures. 
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To  overcome  this  'disparity  in  the  earning  power  of  the 
two  systems  and  to  bring  about  a  merger  of  the  companies, 
is  a  problem  that  has  confronted  the  Commission  for  some¬ 
time,  and  which  both  the  Commission  and  the  companies 
have  attempted  to  overcome  by  suggested  legislation  to 
Congress,  but  so  far  no  definite  results  have  been  obtained. 

After  a  careful  consideration  of  the  evidence  in  this  case 
and  in  the  hope  that  remedial  legislation  may  be  enacted 
bv  Congress  at  the  extra  session  to  convene  next  month,  it 
is  deemed  advisable  to  continue  the  existing  rates  of  fare 
for  a  five  months  period. 

In  its  order  number  400  the  Commission  referred  to  the 
practice  of  the  petitioners  of  including  in  operating  ex¬ 
penses  the  amounts  paid  for  Federal  Income  Taxes,  and  ex¬ 
pressed  the  opinion  that  such  taxes  should  be  borne  by 
the  corporations  and  not  passed  on  to  the  public.  This  is 
the  position  assumed  by  several  State  Public  Service  Com¬ 
missions  and  is  supported  by  court  decisions.  The  reports 
made  to  this  Commission  by  the  petitioners  show  that  dur¬ 
ing  the  calendar  year  1920  the  Washington  Railway  and 
Electric  Company  set  up  on  its  books  approximately  $39,- 
000.00  for  this  purpose,  the  Capital  Traction  Company 
charging  $254,821.99,  of  which  $109,598.55  was  excess  profits 
tax.  The  Commission  adheres  to  its  opinion  that  these 
taxes  should  not  be  included  as  an  operating  expense,  but 
should  be  paid  from  the  net  income  of  the  companies. 

In  the  matter  of  the  installation  of  signs  on  the  sides  of 
the  cars  of  the  Washington  Railway  and  Electric  Company, 
the  Commission  believes  that  they  are  a  great  convenience 
to  passengers  and  should  be  provided. 

It  is,  therefore, 

Ordered : 

(1) That  the  rates  of  fare  now  in  effect,  on  the  lines  of 
The  Capital  Traction  Company,  Washington  Railway  and 
Electric  Company,  City  and  Suburban  Railway  of  Wash¬ 
ington,  Georgetown  and  Tennallytown  Railway  Company, 
Washing! on-Interurban  Railway  Company,  Washington 
and  Maryland  Railway  Company,  East  Washington 
Heights  Traction  Railroad  Company  and  the  Washington- 
Virginia  Railway  Company,  be  and  the  same  are  hereby 
continued  in  effect  to  September  1,  1921. 

(2)  That  these  rates  of  fare  shall  take  effect  at  12:01 
o’clock,  a.  m.,  April  1, 1921,  and  continue  in  force  until  12 :01 
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o’clock,  a.  m.,  September  1,  1921.  On  September  1,  1921, 
tlie  rates  of  fare  herein  authorized  shall  be  restored  auto¬ 
matically  to  those  in  effect  on  October  18,  1919,  unless  on  or 
before  September  1,  1921,  the  Commission  shall  have  or¬ 
dered  otherwise. 

68  (3)  That  the  Washington  Railway  and  jElectric 

Company,  the  City  and  Suburban  Railway  of  Wash¬ 
ington,  the  Georgetown  and  Tennallytown  Railway  Com¬ 
pany,  and  the  Washing! on-Interurban  Railway  Company 
shall  install  in  the  side  windows  at  the  entrance  of  all  their 
cars  signs  of  the  Hunter  type,  which  will  indicate  tlie  route 
or  destination  of  such  cars,  the  details  of  which  have  here¬ 
tofore  been  approved  by  the  Commission;  provided,  that 
forty  per  cent  of  the  cars  shall  be  so  equipped  on  oil*  before 
September  1,  1921,  and  the  balance  on  or  before  December 
31,  1921. 

C.  W.  KUTZ, 

CUNO  H.  RUDOLPH, 

JAS.  F.  OYSTER, 

Public  Utilities  Commission  of 

the  District  of  Columbia. 

A  true  copy. 


Executive  Secretary. 

WCA/m. 
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Public  Utilities  Commission  of  the  District  of  Columbia. 


Order  No.  429. 

i 

July  29,  jl921. 

Formal  Case  No.  98.  i 

| 

In  the  Matter  of  the  Reasonableness  of  the  Present  Rates 
of  Fare  on  the  Lines  of  the  Several  Street  Railway  Com¬ 
panies  Operating  in  the  District  of  Columbia.  I 

j 

By  the  Commission:  On  July  14  and  16,  1921,  the  Com¬ 
mission  held  formal  public  hearings,  after  due  notice,  to 
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consider  the  reasonableness  of  the  present  rates  of  fare  on 
the  lines  of  the  several  street  railway  companies  operat¬ 
ing*  in  the  District  of  Columbia,  which  rates,  by  the  terms 
of  order  number  417,  will  be  restored  automatically  to  those 
in  effect  on  October  18,  1919,  unless  on  or  before  September 
1,  1921,  the  Commission  shall  have  ordered  otherwise. 

On  May  25,  1921,  the  Federation  of  Citizens’  Associa¬ 
tions  of  the  District  of  Columbia  tiled  a  petition  with  the 
Commission  claiming*  that  the  present  rates  of  fare  on  the 
lines  of  The  Capital  Traction  Company  are  unreasonable, 
unjust  and  discriminatory  and  praying*  for  a  reduction 
thereof.  In  its  notice  setting*  the  date  for  hearings  in  this 
case,  the  Commission  announced  that  it  would  give  con¬ 
sideration  to  this  petition. 

Two  days  prior  to  the  date  of  the  first  of  these  two  hear¬ 
ings,  the  Washington  Railway  and  Electric  Company,  for 
itself  and  its  susidiary  street  railway  companies,  filed  a 
petition  with  the  Commission  praying  for  a  continuation 
indefinitely  of  the  present  rates  of  fare  on  its  lines  and 
upon  those  of  other  street  railways  operating  in  the  Dis¬ 
trict  of  Columbia.  This  petition  was  supported  by  testi¬ 
mony  of  witnesses  for  the  company  as  to  the  operations  of 
each  of  the  individual  railway  companies  comprising  the 
Washington  Railway  and  Electric  Company’s  system,  for 
the  year  ended  May  31,  1921.  The  Capital  Traction  Com¬ 
pany  filed  no  petition  in  this  case,  but  introduced  evidence 
to  show  the  results  of  its  operations  during  the  year  ended 
April  30,  1921.  Other  street  railway  companies  were  rep¬ 
resented,  but  offered  no  evidence. 

The  Chairman  announced  at  the  opening  of  the  hearings 
that  there  were  three  questions  before  the  Commission  in 
this  case,  which  it  desired  to  have  discussed.  One  was  the 
question  raised  by  the  Federation  of  Citizens’  Associations 
in  which  it  was  implied  that  the  Commission,  in  heretofore 
establishing  a  single  rate  of  fare  on  the  street  railway  lines 
in  the  District  of  Columbia  had  exceeded  is  powers  under 
the  law.  The  second  question  was:  assuming  that  the 
Commission  has  been  within  its  rights  and  is  free  to 
70  fix  a  single  rate  of  fare  for  all  the  street  railway 
lines,  shall  the  present  rates  be  continued  as  peti¬ 
tioned  for  by  the  Washington  Railway  and  Electric  Com¬ 
pany  or  shall  they  be  modified  as  suggested  by  other  or¬ 
ganizations?  The  third  question  was:  shall  these  changes, 
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if  any  changes  are  made,  become  effective  on  the  3fst  day 
of  August,  when  the  present  order  expires  or  shall  they  be¬ 
come  effective  at  some  earlier  date? 

After  carefully  reviewing  the  record  in  this  cabe  and 
weighing  the  arguments  presented  on  the  first  question,  the 
Commission  is  firmly  of  the  opinion  that  it  has  actedl  within 
the  law  in  establishing  a  single  rate  of  fare  on  the  several 
street  railway  lines  within  the  District  of  Columbia  and 
that  its  action  in  so  doing  was  fully  justified  in  the  Circum¬ 
stances. 


i 

In  connection  with  the  second  question,  the  test  ini ony  of 
the  Washington  Railway  and  Electric  Company  wad  to  the 
effect  that  under  the  present  rates  of  fare  it  had  earned  a 
return  of  5.53%  on  its  fair  value  for  the  year  ended  May  31, 
1921.  The  evidence  submitted  by  The  Capital  Traction 
Company  shows  that  for  the  year  ended  April  30,  1021,  the 
rate  of  return  was  10.69%.  According  to  calculations  made 
by  the  Commission,  the  result  for  The  Capital  Traction 
Company  for  the  year  ending  May  31,  1921  gives  a  fate  of 
return  of  10.47%.  j 

If  the  two  principal  street  railway  companies  be  con¬ 
sidered  as  one,  and  their  operations  during  the  |  period 
under  consideration  combined,  it  will  be  found  Unit  they 
have  earned  on  the  average  a  return  of  7.88%  oil  their 
combined  fair  values,  or,  if  deduction  from  fair  vilue  be 
made  for  depreciation  accrued  since  the  date  of  thfe  Com¬ 
mission’s  valuation  of  the  properties  (July  1,  1919), | the  re¬ 
turn  becomes  8.10%. 

The  Commission  believes  that  a  reduction  in  the  rate  of 
fare  is  justified  from  the  evidence  in  this  case,  and  after 
considering  the  effect  on  the  revenues  of  the  combined  com¬ 
panies,  reaches  the  conclusion  that  the  token  fare  ! should 
be  reduced  from  7%  cents  to  7  cents,  the  cash  far4  to  re¬ 
main  unchanged  and  the  present  charge  for  inter-company 
transfers  to  continue. 

I 

The  Commission  is  aware  that  this  action  does  not  grant 
the  relief  asked  for  in  the  petition  of  the  Federation  of 
Citizens’  Associations;  that  if  The  Capital  Traction  Com¬ 
pany  were  to  be  considered  by  itself,  a  further  reduction 
of  fares  on  its  lines  could  be  justified.  The  Comniission, 
however,  repeats  what  it  has  said  in  previous  strebt  rail¬ 
way  rate  cases,  that  to  give  this  reduction  on  the  lines  of 
The  Capital  Traction  Company,  and  at  the  same  time  to 
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continue  the  present  rates  on  the  lines  of  its  competitor  the 
'Washington  Railway  and  Electric  Company,  would  mean 
that  so  much  traffic  would  be  deflected  from  the  Washing¬ 
ton  Railway  and  Electric  System  to  The  Capital  Traction 
Company  that  the  revenues  of  the  former  would  be  de¬ 
creased  probably  to  a  point  below  actual  operating  ex¬ 
penses,  thus  necessitating  increased  rates  on  its  lines,  and 
at  the  same  time  destroying  the  service  standard  of  The 
Capital  Traction  Company  by  an  overwhelming  traffic  load 
which  it  could  not  possibly  accommodate.  In  other  words, 
it  is  highly  desirable  in  the  public  interest  to  main- 
71  tain  a  uniform  rate  of  street  railway  fare  to  prevent 
a  disarrangement  of  street  railway  service  dis¬ 
astrous  to  the  companies  and  to  the  public  alike. 

In  its  order  number  373,  issued  April  15,  1920,  the  Com¬ 
mission  referred  to  the  legislative  measures  pending  before 
Congress  which  seek  to  equalize  the  disparity  in  net  earn¬ 
ing  power  of  the  petitioners  and  that  of  the  competing  com¬ 
pany  (The  Capital  Traction  Company)  by  a  revision  of  the 
method  of  taxation  on  the  earnings  of  these  companies. 
Since  that  time  several  other  bills  have  been  introduced  but 
no  action  has  vet  been  taken  bv  the  Congress.  The  Com- 
mission  is  of  the  opinion  that  no  appreciable  relief  from 
present  conditions  whereby  one  system  receives  less  than 
a  fair  return  and  the  other  an  excessive  return  can  be  ob¬ 
tained  until  some  change  in  the  taxation  methods  is 
adopted,  or  until  a  merger  of  the  several  companies  is  ef¬ 
fected. 


After  a  careful  consideration  of  the  evidence  in  this  case, 
the  Commission  is  of  the  opinion  that  the  reduction  in  fare 
as  outlined  above  is  just  and  reasonable,  and  should  be  ap¬ 
plied  uniformly  to  the  several  street  railways  operating  in 
the  District  of  Columbia,  and  that  this  reduced  rate  of  fare 
should  become  effective  at  the  expiration  of  the  date  set 
in  Commission’s  order  number  417,  viz.  September  1,  1921. 
It  is  therefore, 

Ordered : 


(1)  That  the  initial  rate  of  fare  to  be  charged  and  col¬ 
lected  by  the  Washington  Railway  and  Electric  Company, 
the  City  and  Suburban  Railway  of  Washington,  the  George¬ 
town  and  Tennallytown  Railway  Company,  the  Washing- 
ton-Interurban  Railroad  Company,  The  Capital  Traction 
Company,  the  Washington  and  Maryland  Railway  Com- 
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pany,  the  East  Washington  Heights  Traction  Eailroad 
Company  and  the  Washington- Virginia  Railway  Company, 
per  passenger,  per  trip,  is  hereby  fixed  at  8  cents,j  cash,  or 
five  tokens  or  tickets  for  35  cents. 

(2)  That  the  charge  of  1  cent  for  inter-compahy  trans¬ 
fers  now  in  effect  on  the  lines  of  the  several  street  railway 
companies  mentioned  herein,  be  and  the  same  is  hereby 
continued,  which  transfers  shall  be  issued  and  received  by 
the  several  street  railway  companies  under  the  conditions 
and  limitations  now  prescribed  by  the  orders  of  the  Com¬ 
mission. 

(3)  That  nothing  in  this  order  shall  be  construed  to 
abolish  or  abridge  the  existing  free  transfer  privileges 
now  granted  by  the  several  street  railway  companies  men¬ 
tioned  herein. 

(4)  That  the  receipts  by  the  Washington  Railway  and 
Electric  Company  and  its  subsidiary  railway  companies 
and  by  The  Capital  Traction  Company  from  the  sale  of 
inter-company  transfers  issued  and  received  between  these 
companies  shall  be  distributed  between  them  in  e^ual  pro¬ 
portions,  conforming  to  the  present  practice. 

72  (5)  That  the  several  street  railway  companies 

mentioned  herein  shall  file  with  the  Commission, 
within  ten  days  from  the  date  of  this  order,  revised  tariffs 
in  accordance  with  the  rates  herein  provided. 

(6)  That  this  order  take  effect  at  12:01  o’clock,  a.  m., 
September  1, 1921,  and  continue  in  force  until  12:01  o’clock, 
a.  m.,  March  1,  1922.  On  March  1,  1922,  the  initial  rate  of 
fare  shall  be  restored  automatically  to  that  in  bffect  on 
October  18,  1919,  unless  on  or  before  March  1,  1922,  the 
Commission  shall  have  ordered  otherwise. 

C.  W.  KUTZ, 

CUNO  H.  RUDOLPH,  j 
Public  Utilities  Commission 

of  the  District  of  Cohcmbia. 

| 

i 

Commissioner  Oyster  dissents. 


A  true  copy. 

WALTER  C.  ALLEN, 
Executive  Secretary. 
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Public  Utilities  Commission  of  the  District  of  Columbia. 

Order  No.  462. 


February  27,  1922. 

Formal  Case  No.  109. 

In  the  Matter  of  the  Rates  of  Fare  on  the  Lines  of  the  Sev¬ 
eral  Street  Railway  Companies  Operating  in  the  District 

of  Columbia,  to  be  Effective  On  and  After  March  1,  1922. 

By  the  Commission :  On  July  29, 1921,  the  Commission  is¬ 
sued  order  number  429  reducing  the  rates  of  fare  on  the 
lines  of  the  several  street  railway  companies  operating  in 
the  District  of  Columbia  from  8  cents  cash,  or  4  tokens  for 
30  cents,  to  8  cents  cash  or  5  tokens  for  35  cents,  these  rates 
to  be  effective  until  March  1,  1922,  on  which  date  they  shall 
be  restored  automatically  to  those  in  effect  on  October  18, 
1919,  unless  on  or  before  March  1,  1922,  the  Commission 
shall  have  ordered  otherwise. 

On  January  12, 1922,  the  Commission  announced  its  inten¬ 
tion  of  holding  a  public  hearing  to  consider  the  question 
of  the  rates  of  fare  to  be  effective  on  and  after  March  1, 
1922,  with  particular  reference  to  the  following  questions: 

1.  The  reasonableness  of  the  present  rates,  tolls  and 
charges  for  street  railway  service  in  the  District  of  Colum¬ 
bia. 

2.  The  actual  results  of  operations  during  the  full  calen¬ 
dar  year  1921,  divided  between  operations  in  the  District  of 
Columbia  and  in  Maryland  and  the  basis  for  apportioning 
operating  expenses  between  these  two  jurisdictions. 

3.  The  estimated  results  of  operations  for  the  calendar 
year  1922  at  the  present  rates  of  fare,  based  upon  the  actual 
operations  for  the  four  months  of  September,  October, 
November  and  December,  1921,  and  estimated  for  the  re¬ 
maining  eight  months  of  1922. 
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4.  The  economies  that  have  been  effected  through  the 
operation  of  one-man  cars  and  the  advisability  of  extending 
such  operations. 

5.  The  economies  that  have  been  effected  through  other 
methods  of  operation. 

6.  The  average  earnings  of  trainmen  under  the:  present 
scale  of  wages  and  the  individual  maximum  earnings  of 

such  employees  during  the  calendar  year  1S)21. 

74  7.  The  reductions  in  wages  of  employees  that  have 

been  made  during  the  calendar  year  1921  and  if  any 
further  reductions  are  contemplated  or  advisable,  j 

8.  The  provisions  that  are  now  made  for  properly  heat¬ 
ing  and  ventilating  cars  during  the  winter  months  and  the 
steps  that  are  in  contemplation  for  improving  the  present 
methods. 

9.  Comparative  statistics  for  the  calendar  years  1920  and 
1921,  showing  the  number  of  passengers  of  each  class  car¬ 
ried,  the  car  miles  and  car  hours  operated  and  the  estimated 
number  of  passengers  for  1922  based  upon  the;  present 
tendency  of  traffic. 

10.  The  question  of  the  needed  extensions  of  street  rail¬ 
way  lines  and  the  locations  where  the  companies  ‘are  pre¬ 
pared  to  make  such  extensions. 

Before  proceeding  to  a  discussion  of  the  testimony  given 
at  the  public  hearings  on  these  several  questions  oh  Febru¬ 
ary  1  and  2,  1922,  the  Commission  believes  that  it  should 
state  its  position  on  the  question  of  whether  th4  rate  of 
fare  for  all  the  companies  in  the  District  of  Columbia  shall 
be  uniform  or  whether  each  company  shall  be  considered 
separately  and  such  a  rate  of  fare  established  for  it  as  will 
enable  it  to  earn  a  fair  and  reasonable  rate  of  return  upon 
the  fair  value  of  its  used  and  useful  property.  It  jwas  con¬ 
tended  by  both  the  Capital  Traction  Company  j  and  the 
Washington  Railway  and  Electric  Company,  the  two  prin¬ 
cipal  street  railway  companies,  that  the  rate  of  fare  should 
be  uniform.  It  was  contended  with  equal  force  by  the  repre¬ 
sentatives  of  the  Federation  of  Citizens ’  Associations  that, 
under  the  provisions  of  the  Public  Utilities  Act,  the  Com¬ 
mission  has  no  authority  to  consider  these  two  companies 
as  one  and  must  establish  separate  rates  of  fare  for  each. 
The  position  the  Commission  has  heretofore  takqn  in  this 
matter  has  been  stated  frequently,  but  it  seems  advisable 
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to  repeat  now  what  it  said  on  October  18, 1919,  (order  num¬ 
ber  344,  Formal  Case  No.  77): 

“Having  reached  a  conclusion  as  to  the  extent  to  which 
additional  revenues  are  needed  by  the  Washington  Bail- 
way  and  Electric  Company  and  its  subsidiaries,  and  as  to 
the  best  means  of  raising  such  increased  revenues,  it  is  of 
importance  to  determine  whether  these  increased  rates  of 
fare  shall  apply  only  to  the  Washington  Kailway  and  Elec¬ 
tric  System  or  whether  they  shall  apply  alike  to  all  street 
railway  companies  within  the  District  of  Columbia.  There 
would  be  but  one  answer  to  this  question  if  the  two  com¬ 
panies  were  not  competitive,  but  with  practically  every 
line  of  the  Washington  Railway  and  Electric  Company 
within  the  city  proper,  paralleled  by  a  line  of  The  Capital 
Traction  Company,  the  application  of  discriminating  rates 
to  the  two  companies  would,  in  the  opinion  of  the  Commis¬ 
sion,  result  in  such  a  disarrangement  of  the  arteries  of  city 
transportation  as  to  make  it  utterly  impossible  for  the 
Capital  Traction  Company  to  render  adequate  serv- 
75  ice,  while,  at  the  same  time  the  reduction  in  the 
number  of  passengers  on  the  Washington  Railway 
and  Electric  System  would  to  a  large  extent,  offset  the 
effect  on  the  gross  revenues  of  the  increased  fares.  The 
two  systems  are  so  related  that  if  the  present  character  of 
service  is  to  be  maintained,  much  less  improved,  it  is 
deemed  imperative  that  uniform  rates  be  maintained  on 
the  two  systems.” 

******* 

“It  is  true  that  the  disparity  in  the  net  earnings  of  the 
two  principal  street  railway  corporations  is  very  great,  and 
every  proper  means  of  correcting  this  disparity  should  be 
taken.  In  the  opinion  of  the  Commission,  a  big  step  toward 
this  end  lies  in  modifying  the  provisions  of  the  law  under 
which  street  railway  companies  are  required  to  pay  into  the 
public  treasury  four  per  cent  of  their  gross  revenues. 
While  this  law  has  been  on  the  statute  books  for  many 
years,  it  is  inequitable  in  its  terms  and  in  the  judgment  of 
the  Commission  should  be  modified  by  exempting  from  tax¬ 
ation  that  part  of  the  income  required  to  meet  operating 
expenses  and  pay  a  fair  return  upon  the  fair  value  of  the 
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property,  and  that  upon  income  in  excess  of  the i  amount 
exempted  a  tax  should  be  levied  upon  a  sliding  scale  as  is 
done  under  the  general  Federal  income  tax  law.  It  is  the 
intention  of  the  Commission  to  present  this  matter!  to  Con¬ 
gress  at  an  early  date,  together  with  certain  other  sug¬ 
gested  changes  in  the  law,  designed  to  relieve  the  street 
railway  companies  from  burdens  now  resting  upon  them, 
which,  in  the  opinion  of  the  Commission,  should  be  borne 
by  the  community  as  a  whole.  If  such  regulation  is  enacted, 
it  will  necessitate  a  downward  revision  in  rates  of  service, 
which  is  one  reason  for  limiting  the  rates  established  by 
this  order  to  a  six-months’  period.” 

In  carrying  out  its  expressed  intention  to  seek  remedial 
legislation,  a  bill  was  introduced  in  the  House  of  Represen¬ 
tatives  on  January  25,  1920,  the  principal  provisions  of 
which  contemplated  a  change  in  the  method  of  taxation 
from  the  present  four  per  cent  tax  on  gross  receipts  to  a 
tax  of  fifty  per  cent  on  net  income  in  excess  of  a  six  |per  cent 
return  and  seventy-five  per  cent  on  net  income  in  excess 
of  a  seven  per  cent  return,  with  no  tax  if  the  net  income  is 
less  than  a  six  per  cent  return.  Extended  hearing?  before 
the  Committee  on  the  District  of  Columbia  of  the  House  of 
Representatives  followed  shortly  after  this  bill  whs  intro¬ 
duced,  at  which  the  whole  street  railway  situation  was  fully 
discussed. 

Since  that  time  twelve  other  bills  have  been  introduced 
in  the  House  of  Representatives  and  five  in  the  Senate,  all 
seeking  to  provide  some  form  of  relief  to  the  public  from 
high-  street  car  fares.  The  provisions  of  these  various  bills 
touch  every  possible  phase  of  the  situation,  from  municipal 
ownership  of  the  street  railway  lines  to  the  abolishment  of 
the  Public  Utilities  Commission  and  the  revocation  of  all 
orders  issued  by  it.  The  Committee  on  the  District  of  Co¬ 
lumbia  of  Senate  also  held  a  hearing  in  February,  1921,  on 
one  of  the  bills  introduced  in  that  body,  and  another  in 
April,  1921,  on  the  generai  question  of  a  merger  of!  the  two 
companies. 

76  In  addition  to  its  efforts  to  secure  remedial  legisla¬ 
tion  from  Congress,  attempts  were  made  by  tbe  Com¬ 
mission  in  April  and  May,  1921,  through  conferences  with 
representatives  of  the  two  companies,  to  formulate  a  plan 
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for  a  merger  of  their  properties  on  an  equitable  basis,  as  a 
very  important  step  in  bringing  about  a  general  reduction 
in  the  rates  of  fare.  These  efforts  proved  unsuccessful  and 
the  Commission  reluctantly  reported  the  fact  to  the  Com¬ 
mittees  in  Congress. 

The  effect  of  maintaining  a  uniform  rate  of  fare  for 
those  two  companies  during  the  past  three  years,  including 
the  effect  for  the  present  year  at  the  existing  rates  if  this 
policy  be  continued,  is  shown  as  follows: 

Capital  Traction  Company: 

Earned  in  excess  of  a  7%  return  in  1919,  actual  $372,267.64 

Earned  in  excess  of  a  7%  return  in  1920,  actual  536,015.62 

Earned  in  excess  of  a  7%  return  in  1921,  actual  584,309.10 

(*)  Estimated  earnings  in  excess  of  a  7%  re¬ 
turn,  1922  .  517,479.56 


$2,010,071.92 


Washington  Railway  &  Electric  Company’s  System. 


Amount  by  which  the  combined  companies  failed  to  earn  a 
7%  return: 

Actual,  1919  .  $780,443.67 

Actual,  1920  .  401,919.48 

Actual,  1921  .  121,761.23 

(*)  Estimated,  1922  .  458,553.43 


$1,762,677.81 


Net  amount  paid  in  excess  of  7%  on  fair 
value  of  all  companies .  $247,394.11 

(*)  Estimates  as  made  by  companies,  unchanged. 

Returns  are  based  upon  weighted  average  fair  value  for 
each  year,  as  found  by  the  Commission. 

The  question  the  Commission  must  decide  is,  ‘ 4  shall  this 
policy  of  a  uniform  rate  of  fare  be  continued  V9  Three 
years  have  passed  without  the  enactment  of  remedial  legis¬ 
lation;  efforts  to  bring  the  companies  together  through  a 
voluntary  merger  have  failed ;  the  president  of  The  Capital 
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Traction  Company  stated  at  the  hearings  in  this  case  that 
conditions  likely  to  lead  to  a  merger  are  no  different  now 
than  they  were  following  the  conferences  between  the  Com¬ 
mission  and  the  companies  a  year  ago ;  he  stated  moreover, 
that  in  his  opinion  it  is  very  doubtful  if  any  material  reduc¬ 
tion  in  fare  would  result  from  a  merger  of  the  cbmpanies. 

Under  the  circumstances,  therefore,  the  Commission  be¬ 
lieves  that  it  should  adhere  to  its  position  to  keep  the  rates 
of  fare  uniform.  In  assuming  and  maintaining  this  policy 
the  Commission  is  taking  precisely  the  same  altitude  re¬ 
garding  the  street  railways  of  this  city  as  is  enjoined  by 
Congress  upon  the  Interstate  Commerce  Commission  in  its 
dealings  with  interstate  carriers  for  which,  regardless  of 
earnings,  valuations  and  capitalization,  bqual  rates 
77  are  prescribed  for  carrying  freight  and  passengers 
between  the  same  termini.  Any  other  policy  would 
bankrupt  the  financially  weaker  carriers  to  the  great  detri¬ 
ment  of  the  territory  they  serve.  The  problem,  jthen,  is  to 
ascertain  how  much,  if  at  all,  the  present  rates  jean  be  re¬ 
duced. 

The  fair  value  of  the  properties  of  The  Capital  Traction 
Company  and  of  the  Washington  Railway  and  Electric 
Company  System,  as  of  December  31,  1921,  was,  respec¬ 
tively,  $15,865,798.47  and  $17,469,527.73,  or  si  total  of 
$33,335,326.20,  based  upon  the  Commission’s!  findings. 
These  figures  included  the  net  amounts  of  additional  prop¬ 
erty  placed  in  service  during  1921,  at  the  actual  colst  thereof. 
In  calculating  the  rate  of  return  earned  by  each  of  these 
companies  during  that  year,  the  weighted  average  of  the 
1921  additions  should  be  taken — not  the  full  amopnt  of  such 
additions.  This  would  reduce  the  fair  value  figures  given 
above  to  an  average  fair  value  for  each  company  of 
$15,734,221.98  and  $17,236,409.58  respectively,  j  On  this 
basis  the  rate  of  return  actually  earned  during  1921  be¬ 
comes  10.73%  for  The  Capital  Traction  Company  and 
6.25%  for  the  Washington  Railway  and  Electric!  Company 
system.  If  these  two  principal  street  railway  companies  be 
considered  as  one,  their  combined  operations  cjuring  the 
year  1921  will  show  a  rate  of  return  of  8.38%  upon  the  Com¬ 
mission’s  findings  of  fair  value. 

These  earnings  are  in  excess  of  what  may  be  expected  in 
1922,  principally  because  the  rate  of  fare  during  the  first 
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eight  months  of  that  year  was  higher  than  the  present  rates. 
The  estimates  for  the  two  companies  for  1922  at  the  present 
rates  of  fare  show  a  rate  of  return  on  the  fair  values  as  of 
December  31, 1921,  of  10.26%  and  4.375%,  respectively,  or  a 
combined  rate  of  return  of  7.17%.  Expressed  in  dollars, 
this  amounts  to  $58,926.13  in  excess  of  a  seven  per  cent  re¬ 
turn  on  the  combined  fair  value. 

In  the  petition  submitted  by  the  Washington  Railway  and 
Electric  Company  at  the  opening  of  this  case,  the  company 
referred  as  follows  to  the  question  of  the  fair  value  of  its 
property  as  a  basis  for  fixing  rates  of  fare: 

“That  on  November  7,  1921,  in  the  case  of  appeal  of  the 
Potomac  Electric  Power  Company  from  an  order  and  de¬ 
cree  of  the  Supreme  Court  of  the  District  of  Columbia  af¬ 
firming  the  order  of  this  Commission  fixing  the  value  of  the 
property  of  that  company,  used  and  useful  in  the  District 
of  Columbia,  the  Court  of  Appeals  of  the  District  of  Colum¬ 
bia  reversed  the  said  order  and  decree  of  the  Supreme 
Court  of  thee  District  of  Columbia,  and  declared  that  this 
Commission  had  erred  in  ignoring  and  not  giving  due 
weight  to  the  uncontradicted  evidence  as  to  the  actual  value 
of  the  property  at  the  date  of  which  such  valuation  was 
made. 

That  in  the  case  of  the  valuation  of  your  petitioners’ 
street  railway  properties,  it  was  similarly  urged  that  this 
Commission  should  consider  and  give  due  weight  to  the  evi¬ 
dence  as  to  the  actual  value  of  the  property  at  the  time  of 
such  valuation,  raising  precisely  the  same  point  as  in  the 
case  of  the  Potomac  Electric  Power  Company,  the  uncon¬ 
tradicted  evidence  in  the  valuation  of  the  petitioner’s  street 
railway  properties  showing  that  between  July  1, 
78  1914,  and  June  30,  1919,  there  had  been  a  material 

enhancement  in  the  values  of  the  petitioners’  prop¬ 
erties,  used  and  useful  in  the  public  service  in  the  District 
of  Columbia,  of  several  millions  of  dollars,  no  part  of  which 
enhancement  in  actual  value  had  been  taken  into  account  in 
arriving  at  the  fair  value  of  your  petitioners’  properties  as 
of  June  30, 1919,  and  said  findings  have  been  made  the  basis 
of  certain  subsequent  orders  of  this  Commission,  prescrib¬ 
ing  rates  of  fare  to  be  charged  by  your  petitioners,  as  here¬ 
inbefore  enumerated. 
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That  your  petitioners  are  advised  by  their  counsel,  and 
therefore  aver,  that  for  this  Commission  to  base  i*ates  of 
fare  to  be  charged  by  them  upon  its  aforesaid  valuation  as 
of  June  30, 1919,  with  net  subsequent  additions  at  cost,  with¬ 
out  giving  due  consideration  to  the  enhancement  which  has 
occurred  in  the  actual  value  of  their  properties  between  said 
date  and  the  date  of  which  such  orders  as  to  rates  are  to 
become  effective,  would  constitute,  to  that  extent,  a  taking 
of  the  properties  of  your  petitioners,  without  just  compen¬ 
sation  and  without  due  process  of  law,  contrary  to  the  rights 
guaranteed  your  respective  petitioners  by  the  constitution 
of  the  United  States.”  j 

This  position  was  discussed  by  the  president  of  the  com¬ 
pany  in  his  testimony,  the  claim  being  made  that  the  cost 
of  reproduction,  using  the  Commission’s  basis  and, quanti¬ 
ties  as  of  July  1,  1914,  and  using  the  present  eostsj,  shows 
that  the  property  at  this  time  would  cost  over  $10,110,606.57 
more  than  the  figures  used  by  the  Commission. 

A  similar  claim  was  made  at  the  hearing  by  The  iCapital 
Traction  Company,  the  increase  in  the  reproduction!  cost  of 
that  company’s  property  at  this  time  being  placed  at  about 
$4,000,000.00.  '  | 

The  Commission  does  not  consider  it  necessary  nor  ad¬ 
visable  to  enter  into  a  discussion  of  these  claims  at  this  time. 
It  is  sufficient  to  say  that  the  trial  court  has  upheld  the  find¬ 
ings  of  the  Commission  in  the  Potomac  Electric  Power  Com¬ 
pany’s  case  in  every  particular:  the  Court  of  Appeals  has 
reversed  the  lower  court  on  two  points  only,  on  one  oif  which 
the  companies  now  rely  for  their  arguments  for!  an  in¬ 
creased  fair  value;  an  appeal  has  been  taken  from  the  latter 
decision  to  the  United  States  Supreme  Court,  which  that 
court  has  allowed,  and  briefs  and  transcripts  of  the  evidence 
are  being  prepared  for  presentation  to  that  court.  The 
Commission  will  await  the  decision  of  that  court  before  at¬ 
tempting  to  revise  its  findings  of  fair  value. 

The  estimates  of  operations  for  19*22,  as  submitted  by 
these  two  companies,  include  allowances  for  economies  due 
to  more  efficient  operations,  the  use  of  one-man  cars,  and 
reductions  in  the  cost  of  some  of  the  materials  and  supplies; 
they  include,  however,  Federal  income  taxes,  amounting  to 
approximately  $254,592.06,  which  the  Commission  has  here- 
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tofore  hold  should  not  be  considered  as  an  operating  ex¬ 
pense.  They  also  included  the  losses  in  revenue  resulting 
from  the  interruption  to  traffic  during  the  heavy  snow  storm 
of  January  28-29  and  the  extraordinary  expenses  incurred 
in  cleaning  the  tracks  of  snow  and  ice.  Tn  estimating 
79  the  number  of  pay  passengers  for  1922,  The  Capital 
Traction  Company  assumes  a  volume  of  traffic  prac¬ 
tically  the  same  as  that  of  1921 ;  the  Washington  Railway 
and  Electric  Company  estimates  a  loss  of  approximately 
one  per  cent  for  a  portion  of  the  year. 

The  estimate  of  the  number  of  pay  passengers  for  1922 
as  submitted  at  the  hearing  bv  the  Washington  Rttilwav  and 
Electric  Company  took  into  account  the  probable  losses  of 
traffic  for  the  period  from  January  28th  to  February  14th 
due  to  the  severe  snow  storm  which  occurred  at  the  begin¬ 
ning  of  that  period,  the  losses  being  estimated  as  follows: 

From  January  28th  to  February  3rd . $69,000.00 

From  Februarv  4th  to  Februarv  14th .  15,000.00 


$84,000.00 

The  hearings  were  in  progress  while  this  interruption  to 
service  existed,  but  subsequent  to  the  hearings  the  actual 
receipts  for  that  period  have  been  obtained  from  the  Com¬ 
pany,  which  show  that  the  actual  loss  has  been  only  $53,- 
042.00,  or  an  overestimate  of  $30,958.00. 

The  least  amount  by  which  the  rates  of  fare  can  be  re¬ 
duced  is  from  the  present  token  rate  of  7  cents  (5  tokens 
for  35  cents)  to  6%  cents  (6  tokens  for  40  cents),  a  reduc¬ 
tion  of  %  cent  on  the  estimate  of  123,288,117  token  passen¬ 
gers  for  1922,  or  $410,960.00.  The  Commission  believes  it 
would  be  a  hardship  on  many  of  the  car  riders  if  the  mini¬ 
mum  amount  to  be  paid  in  the  purchase  of  tokens  is  greater 
than  40  cents.  The  percentage  of  passengers  paying  cash 
fares  has  increased  from  an  average  of  11.9%  in  the  six 
months  of  1919-1920,  when  tokens  were  sold  at  the  rate  of 
4  for  25  cents,  to  approximately  16.8%  during  the  past  four 
months,  when  the  rate  has  been  5  tokens  for  35  cents. 

The  present  rates  of  fare  in  the  District  of  Columbia 
compare  very  favorably  with  those  prevailing  in  other 
cities,  as  can  be  seen  from  the  following  list  of  cities  having 
a  population  of  50,000  or  more  where  the  rate  of  fare  is  7 
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cents  or  more,  compiled  from  the  latest  information  obtain¬ 
able  and  submitted  in  evidence  at  the  hearings  in  this  case : 


Chicago  (surface). 

St.  Louis  . 

Boston  . 

Baltimore . 

Pittsburgh . 

Newark . 

Cincinnati  . 

New  Orleans 
Kansas  City,  Mo.  . 
Seattle  . 

Jersey  City . 

Denver  . 

Portland  (Oregon) 

Louisville,  Ky . 

Worcester,  Mass.  . 
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Birmingham . 

New  Haven  . 

Memphis  . 

San  Antonio . 

Bridgeport  . 

Houston  . 

Hartford  . 

Scranton  . 

Grand  Rapids 

Paterson,  N.  J . 

Youngstown,  Ohio. 
Springfield,  Mass.. 

Des  Moines . 

Pall  River . 

Trenton,  N.  J . 

Nashville  . 

Camden  . 

Albany  . 

Wilmington,  Del. . . 

Cambridge  . 

Fort  Worth. . 


8* 

7* 

10* — certain  ou¬ 
tran  sfer. 


short 


lines 


jwithout 


7<*  .  ! 

10* — 3  tickets  25*.  j 

8* — plus  1*  transfer  charge.  | 

8* — 5  tickets  40*. 

8*  i 

S* — 2  tickets  15*;  50  tickets  $3.50. 

10 * — S1/^*  by  token;  2*  transfer  if 
fare  paid  by  token. 

8* — plus  1*  transfer. 

8* — 71/*;*  ticket. 

8* — 0  tickets  45*.  j 

7* — 5  tickets  35*.  | 

10* — 7*  suburban  zones. 


8* — 15  tickets  $1.00;  1*  transfer 
charge. 

io*  | 

7* 

S* — 4  tickets  30*. 

10*  ! 

7* 

10 * 

8* — 1  tickets  30*.  j 

8* — 7  tickets  50*. 

8* — plus  1*  transfer. 

9* — 6  tickets  50*;  1*  transfer!  charge. 
7* — in  each  zone. 

8* — 10  tickets  75*.  j 

10*  ; 

8* — plus  1*  transfer. 

7*  | 

8* — plus  1*  transfer. 

8* — 4  tickets  30*. 

8* — 4  tickets  30*. 

10* 

7* 


I 

! 
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Kansas  City,  Kan..  Sc — 2  tickets  15^-;  5  tickets  35^. 

Tacoma .  10^ — 12  tickets  $1.00. 

Elizabeth,  N.  J.  .  . .  S<t —  plus  W  transfer. 

Erie,  Pa .  Sc4 — 6  tickets  45^. 

Somerville,  Mass..  lO^r 

Jacksonville .  7^ 

Waterburv,  Conn..  10<£ 

Schenectady  .  7c4 

Manchester,  N.  TT.  Sf — 10  tickets  75^*. 

St.  Joseph  .  8t—Z  tickets  20*4. 

Bayonne,  X.  J.  ...  8c4 — plus  lc4  transfer. 

Peoria .  Sc4 — 2  tickets  15^. 

Wilkes-Barre .  — 4  tickets  30^. 

Alien! own  .  7c — per  zone. 

Portland,  Me. .  lOf4 — Sc4  per  ticket. 

Hoboken  .........  8^* — plus  W  transfer. 

Johnstown  .  7c4 

East  St.  Louis,  Til.  8<4 — 2  tickets  15^-. 

Brockton,  Mass.. . .  10^ — 14  tickets  $1.00. 

Rockford,  Ill .  gf, 

Passaic  .  $<{• — plus  1^  transfer. 

Altoona,  Pa .  7^ 

New  Britain,  Conn.  lO^4 

Chester,  Pa .  7c4 

Chattanooga  .  7^ 

Lansing,  Mich .  8^* — 4  tickets  25^. 

Davenport  .  8^ 

Gary,  Ind. .  8^ — 14  tickets  $1.00. 

Lincoln,  Xeb .  8^ — 4  tickets  30^. 

Wheeling  .  10*4 — 25  tickets  $2.00. 

Haverhill,  Mass..  .  .  lO^4 — 13  tickets  $1.00. 
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Augusta,  Ga .  10^ — 10  tickets  80$. 

East  Orange,  X.  J.  8^* — plus  1c4  transfer. 

Atlantic  City .  7^ — plus  3^  transfer. 

Topeka  .  8^* — 2  tickets  15^. 

Bethlehem  .  7^ 

The  estimate  of  the  Washington  Railway  and  Electric 
Company  for  expense  of  equipment  for  1922  is  arrived  at 
by  taking  the  cost  of  maintenance  of  equipment  per  car 
mile  for  the  last  four  months  of  1921  and  multiplying  it 
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by  the  total  car  miles  estimated  for  1922,  giving*!  a  total 
figure  for  this  item  of  expense  of  $557,763.25.  Included  in 
the  maintenance  of  equipment  for  the  year  1921  is  Ian  item 
for  the  cost  of  remodelling  cars  for  one-man  operation 
amounting  to  $15,010.88,  of  which  $12,815.60  was  charged 
in  the  accounts  of  the  last  four  months  of  that  year.  As 
the  costs  of  the  last  four  months  of  1921  are  taken  as  the 
basis  for  1922,  this  would  mean  that  three  times  $1*2,815.60 
(or  $38,446.80)  is  included  in  the  estimates  for  lf)22  for 
maintenance  of  equipment,  applicable  to  the  further  re¬ 
modelling  of  cars.  The  company  states  that  authorizations 
have  alreadv  been  issued  for  the  remodelling  of  25  more 

w  O 

cars  at  an  average  cost  of  $1,000.00  each,  a  total  of  $25,- 
000.00.  The  difference  between  these  two  amounts  ($38,- 
446.80 — $25,000.00)  would  therefore  be  available  for  meet¬ 
ing  the  cost  of  remodelling  a  portion  of  the  71  remaining 
cars  which  the  company  states  it  hopes  to  improve.; 

The  Commission  believes  that  a  reduction  in  the  Irate  of 
fare  is  justified  from  the  evidence  in  this  case,  and  after 
considering  the  effect  on  the  revenues  of  the  combined  com¬ 
panies,  reaches  the  conclusion  that  the  token  fare  j  should 
be  reduced  from  7  cents  to  6-2/3  cents,  the  cash  fare  to 
remain  unchanged  and  the  present  charge  for  inter-com¬ 
pany  transfers  to  continue.  j 

During  1920  the  Commission  authorized  the  Washing¬ 
ton  Railway  and  Electric  Company  to  equip  a  number  of 
its  smaller  double-truck,  two-man  cars  for  one-man  (opera¬ 
tion  as  an  experiment.  The  Capital  Traction  Company 
also  was  authorized  to  convert  one  of  its  old  single-truck 
cars  for  similar  experimental  use,  but  it  was  withdrawn 
from  service  after  operating  for  a  short  time. 

About  33  such  cars  are  in  operation  on  six  different  lines 
of  the  Washington  Railway  and  Electric  Company.! 

The  operation  of  these  cars  up  to  the  present  time  has 
demonstrated  the  efficiency  and  economy  of  this  type  of 
equipment,  the  actual  saving  in  operating  costs  for  the  year 
1921  having  been  $80,146.47,  of  which  $72,308.18  is  |  appli¬ 
cable  to  operations  in  the  District  of  Columbia.  Experience 
has  shown  that  the  particular  type  of  equipment  So  far 
used  has  not  been  entirely  satisfactory,  owing  mainly  to 
the  limitation  of  the  entrance  and  exit  facilities,  j  These 
were  originally  provided  in  accordance  with  standards  one- 
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man  safety  car  practice,  but  it  lias  been  found  that  pecu¬ 
liar  local  conditions  demanded  more  commodious  means 
of  ingress  and  egress.  In  the  latest  type  of  one-man  car 
placed  in  operation  separate  entrance  and  exit  doors  have 
been  provided  together  with  additional  facilities  to  add  to 
the  comfort,  convenience,  and  safety  of  passengers. 
82  In  all  of  the  cars  so  far  equipped  as  one-man  safety 
cars  there  has  been  incorporated  all  of  what  are 
known  as  “safety 1  car  .  devices”,  these  comprising  inter¬ 
locks  so  arranged  that  the  service  doors  cannot  be  opened 
until  the  brakes  have  been  applied,  and  the  cars  cannot 
be  started  until  the  doors  are  closed,  and  emergency  ap¬ 
paratus  which  shuts  off  the  power,  sands  the  track,  applies 
the  brakes,  and  releases  the  mechanism  of  all  the  doors 
automatically  in  event  of  mishap  to  the  operator  or  failure 
on  his  part  to  continue  to  depress  a  button  on  the  con¬ 
troller  or  a  foot  pedal.  In  the  latest  type  of  equipment 
there  has  been  added  as  a  further  safeguard  and  con¬ 
venience,  a  conspicuous  handle  for  opening  each  of  the 
doors  when  released  in  emergencv.  Another  feature  not 
in  general  use  elsewhere,  is  the  installation  of  two  extra 
lights  over  the  doorways  which  are  automatically  turned 
on  when  the  doors  are  opened  and  extinguished  when  the 
doors  are  closed.  This  latest  form  of  one-man  car  con¬ 
stitutes  the  very  highest  type  of  such  equipment  so  far 
constructed,  and  will  be  followed  in  the  future  in  remodel¬ 
ling  other  cars. 

The  testimony  of  the  company  is  to  the  effect  that  the 
•records  of  accidents  for  the  period  during  which  one-man 
cars  have  been  in  operation  shows  them  to  be  somewhat 
safer  than  the  average  equipment  as  respects  the  pas¬ 
senger,  from  the  time  he  starts  to  enter  the  car  until  after 
he  has  left  it.  The  number  of  collisions  with  vehicles  has 
so  far  been  relatively  higher  with  the  one-man  cars,  a  va¬ 
riation  which  is  in  some  part  due  to  the  character  of  the 
lines  on  which  these  cars  have  been  operated  and  in  some 
part,  no  doubt,  to  the  lack  of  extensive  experience  on  the 
part  of  the  operators.  It  is  claimed,  however,  that  the 
comparatively  higher  rate  of  vehicular  collisions  is  accom¬ 
panied  by  a  low  rate  of  passenger  injuries,  implying  a 
lack  of  severity  in  the  accidents  of  the  former  class. 

In  view  of  the  economies  effected  and  the  additional 
safety  to  passengers  provided  by  this  type  of  equipment, 
as  well  as  the  improvements  which  have  been  prompted 
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by  the  experience  gained  in  the  experimental  period  of 
operation  and  which  tend  to  remove  the  feature^  which 
have  been  found  objectionable,  the  Commission  is]  of  the 
opinion  that  the  operation  and  development  of  one-man 
cars,  are  in  the  interest  of  safety  and  economy  apd  that 
the  company  should  be  permitted  to  extend  the  use  of  such 
cars. 

As  a  result  of  complaints  of  lack  of  heat  and  inadequate 
ventilation  in  cars  on  certain  lines,  the  Commission  inquired 
into  the  methods  followed  by  the  companies.  The  testi¬ 
mony  developed  no  facts  that  are  not  already  of  record. 

The  Commission’s  present  regulation  as  to  ventilation 
of  street  cars  recognizes  the  variable  requirements  and 
opinions  of  passengers  in  this  regard  and  provides  ix  mini¬ 
mum  of  ventilation  whereunder  no  person  will  necessarily 
be  subjected  to  undue  draft. 

Owing  to  the  frequent  and  extensive  changes  in  tlije  num¬ 
ber  of  passengers  occupying  each  car,  any  mechanical  sys¬ 
tem  of  ventilation  which  would  he  adequate  for  a  heavily 
loaded  car  would  necessarily  prove  unsatisfactory  when 
the  car  was  lightlv  loaded.  ! 

83  The  Commission  therefore  feels  that  its  require¬ 
ments  of  a  certain  minimum  satisfactory  ifor  a 

l 

lightly  loaded  car,  with  a  provision  for  further  ventilation 
as  required,  is  reasonable  and  adequate. 

The  Commission’s  regulation  in  the  matter  of  heating 
street  cars  requires  that  the  temperature  in  closed  cars 
shall  not  be  permitted  to  fall  below  40  degrees  Fahren¬ 
heit,  between  November  1st  and  April  1st. 

While  recognizing  the  desirability  of  establishing  aj  maxi¬ 
mum  as  well  as  a  minimum  temperature  limit,  the  Commis¬ 
sion  is  confronted  with  the  practical  limitations  of  elec¬ 
tric  car  heating  control  as  developed  up  to  the  present 
time.  Both  of  the  companies  have  experimented  to  a  con¬ 
siderable  extent  with  devices  for  the  automatic  limitation 
of  car  temperatures,  to  take  the  place  of  the  old  style  of 
flexible  manual  control  regulated  by  the  car  crews  through 
instructions  issued  at  barns  and  stations.  Up  to  the!  pres¬ 
ent  time  the  performance  of  the  automatic  installations 
has  not  been  entirely  satisfactory  and  the  Commission  does 
not  deem  it  desirable  to  order  the  equipment  of  all  cars 
with  such  devices  until  they  have  been  further  improved, 
and  their  efficiency  may  be  reasonably  assured. 

It  appears  that  the  Commission’s  rules  regarding  the 
ventilation  and  heating  of  the  cars  are  being  observed  by 
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the  companies.  This  is  an  important  matter  affecting  the 
health  of  the  community  and  is  being  closely  observed  both 
by  the  Commission  and  the  District  Health  Department. 

On  the  question  of  the  needed  extensions  of  lines,  the 
testimony  shows  that  at  least  one  extension  should  be 
made,  that  is,  to  the  location  of  the  new  Eastern  High 
School  now  in  course  of  erection.  Suggestions  were  made 
that  some  relief  should  be  provided  for  the  congestion  on 
the  14th  Street  line  of  The  Capital  Traction  Company  and 
that  the  lltli  Street  line  of  the  Washington  Railwav  and 
Electric  Company  be  extended  northward  to  a  junction 
of  the  Georgia  Avenue  line  of  that  company.  The  Capital 
Traction  Company  also  drew  attention  to  the  necessity, 
in  the  near  future,  of  extending  its  14th  Street  line  to  the 
grounds  of  the  Walter  Reed  Hospital.  The  extension  to 
the  new  Eastern  High  School  is  needed  immediately  and 
the  Commission  has  announced  its  intention  to  hold  a  special 
hearing  thereon  as  required  by  law.  As  to  the  other  sug¬ 
gestions,  consideration  will  be  given  them  at  an  early  date. 

After  careful  consideration  of  the  evidence  in  this  case, 
the  Commission  is  of  the  opinion  that  the  reduction  in  fare 
as  outlined  above  is  just  and  reasonable,  and  should  be 
applied  uniformly  to  the  several  street  railways  operat¬ 
ing  in  the  District  of  Columbia,  and  that  this  reduced  rate 
of  fare  should  become  effective  at  the  expiration  of  the 
time  set  bv  the  Cbmmission’s  order  number  429,  viz.  March 
1, 1922. 

It  is,  therefore, 

84  Ordered : 

(1)  That  the  initial  rate  of  fare  to  be  charged  and 
collected  bv  the  Washington  Railwav  and  Electric  Com- 
panv,  the  City  and  Suburban  Railway  Company  of  Wash¬ 
ington,  the  Georgetown  and  Tennallytown  Railway  Com¬ 
pany,  the  Washington-Interurban  Railroad  Company,  The 
Capital  Traction  Company,  the  Washington  and  Maryland 
Railway  Company,  the  East  Washington  Heights  Traction 
Railroad  Company,  and  the  Washington- Virginia  Railway 
Company,  per  passenger,  per  trip,  is  hereby  fixed  at  8  cents, 
cash,  or  six  tokens  or  tickets  for  40  cents. 

(2)  That  the  charge  of  one  cent  for  inter-company  trans¬ 
fers  now  in  effect  on  the  lines  of  the  several  street  railway 
companies  mentioned  herein,  be  and  the  same  is  hereby 
continued,  which  transfers  shall  be  issued  and  received  by 
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the  several  street  railway  companies  under  the  conditions 
and  limitations  now  prescribed  by  the  orders  of  the  Com¬ 
mission. 

(3)  That  the  receipt  by  the  Washington  Railway  and 
Electric  Company  and  its  subsidiary  railway  companies 
and  by  The  Capital  Traction  Company  from  the  sale  of 
inter-company  transfers  issued  and  received  between  those 
companies,  shall  be  distributed  between  them  in  equal  pro¬ 
portions,  conforming  to  the  present  practice. 

(4)  That  nothing  in  this  order  shall  be  construed  to 
abolish  the  existing  free  transfer  privileges  now; granted 
by  the  several  street  railway  companies  mentioned  herein. 

(5)  That  the  several  street  railway  compares  men¬ 
tioned  herein  shall  file  with  the  Commission,  within  ten 
days  from  the  date  of  this  order,  revised  tariffs  in  accord¬ 
ance  with  the  rates  herein  provided. 

(6)  In  order  to  provide  a  more  convenient  time  jat  which 
these  new  rates  shall  become  effective,  it  is  further  or¬ 
dered  that  the  present  rates  of  fare  shall  continue  in  ef¬ 
fect  from  12:01  a.  m.  to  2:00  a.  m.,  March  1,  1922.  j  At  2:00 
a.  m.,  March  1,  1922,  these  new  rates  shall  take  effect  and 
shall  continue  in  force  until  otherwise  ordered  bv  the  Com¬ 


mission. 


C.  KELLER, 

CUNO  H.  RUDOLPH,  ! 

JAS.  F.  OYSTER,  j 
Public  Utilities  Commission 

of  the  District  of  Colombia. 


A  true  copy. 


Act,  Executive  Secretary. 
WCA/DG. 


i 

I 

; 

i 

| 

i 


i 


6 — 531 6# 


S2 


PUBLIC  UTILITIES  COMMN.,  D.  C.,  ET  AL.  YS. 


Plaintiff’s  Exhibit  “L”. 


Cap.  Trac.  Co.  v.  P.  U.  C.,  Eq.  #50618. 

Copy. 


The  Capital  Traction  Co.,  General  Offices,  36tli  and  M 

Streets,  Wahington,  D.  C. 

June  14,  1928. 

The  Public  Utilities  Commission  of  the  District  of  Co¬ 
lumbia,  Washington,  D.  C. 

Gentlemen  : 


The  merger  agreement  entered  into  between  The  Capital 
Traction  Company,  the  Washington  Railway  and  Electric 
Company  and  Mr.  Harley  P.  Wilson,  owner  of  the  majority 
of  the  stock  of  the  Washington  Rapid  Transit  Company, 
contains  the  following  provision : 

“but  the  existing  companies  shall  not  be  precluded  from 
requesting  a  change  in  fare  if  this  agreement  is  not  ap¬ 
proved  by  the  present  session  of  Congress.” 


During  the  course  of  the  hearings,  the  statement  was 
made  on  behalf  of  The  Capital  Traction  Company  that  if 
Congress  failed  to  approve  the  merger  agreement  in  the 
session  just  closed,  it  could  no  longer  postpone  applica¬ 
tion  for  an  increased  rate  of  fare  without  seriously  jeopard¬ 
izing  the  rights  of  its  stockholders. 

Testimony  offered  to  the  Commission  during  considera¬ 
tion  of  the  merger  agreement  showed  that  The  Capital 
Traction  Company  during  the  calendar  year  1927  earned 
only  3.88%  on  the  fair  value  of  its  property  as  determined 
bv  the  court  of  final  resort  in  the  District  of  Columbia. 
Our  records  show  that  during  the  12  months  ending  May 
31st,  1928,  our  earning  were  3.79%  on  that  value.  To  en¬ 
able  the  Company  to  earn  a  reasonable  return  on  its  value 
as  thus  determined  would  require  a  rate  of  fare  approxi¬ 
mating  10  cents  flat.  But,  in  view  of  the  situation  respect¬ 
ing  the  merger  and  our  expectation  that  Congress  will  ap¬ 
prove  the  recommendation  of  the  Commission  for  the  en¬ 
actment  of  legislation  authorizing  it,  The  Capital  Traction 
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Company  has  decided  to  ask  now  only  for  such  relief  as  is 
required  to  meet  its  present  urgent  needs.  ! 

86  Accordingly,  we  respectfully  petition  your  honor¬ 
able  body  to  establish  either  one  of  the  fallowing 
rates  of  fare  in  lieu  of  the  existing  rate  of  8  cents!  cash  or 
6  tokens  for  40  cents,  on  all  street  car  and  bus  lines  oper¬ 
ated  by  us  in  the  District  of  Columbia  where  sucli  fare  is 
now  in  effect: 

(a)  8  cents  cash,  or 

(b)  10  cents  cash,  4  tokens  for  30  cents. 

Existing  transfer  regulations  to  remain  unchanged. 

As  stated  previously,  this  application  is  basecj  on  the 
expectation  that  the  merger  as  provided  in  the  agreement 
will  be  consummated.  Should  it  fail  of  consummation,  the 
Company  reserves  the  right  to  apply  for  such  rate  of  fare 
as  will  allow  it  a  reasonable  return  on  the  value  of  its  prop¬ 
erty  as  judicially  determined. 

This  application  is  made  by  direction  of  the  Board  of 
Directors  of  the  Companv  at  its  regular  meeting  held  June 
14th.  | 

Respectfullv  submitted, 

J.  H.  HANNA, 

President. 

JHH/AEU. 


87  Plaintiff’s  Exhibit  “M”. 

Cap.  Trac.  Co.  v.  P.  U.  C.,  Eq.,  #50618. 

Public  Utilities  Commission  of  the  District  of  Columbia. 

Order  No.  729. 

October  24|  1928. 

! 

Formal  Case  No.  201. 

In  the  Matter  of  the  Application  of  The  Capital  Traction 
Company  for  an  Increase  in  Its  rate  of  Fare. 

By  the  Commission :  A  formal  public  hearing  on  the  ap¬ 
plication  of  the  Capital  Traction  Company,  under  date  of 
June  14,  1928,  for  an  increase  in  fares  on  certain  of  its 
street  car  and  bus  lines  was  held  on  September  10,  11,  12, 
13,  21,  24  and  25th,  1928. 
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This  Commission  has  approved  and  recommended  to 
Congress  a  unification  agreement  to  which  both  the  Capital 
Traction  Company  and  the  Washington  Railway  and  Elec¬ 
tric  Company  are  parties,  which  is  now  pending,  and  which 
will  probably  be  acted  on  at  the  session  of  Congress  now 
but  five  weeks  away.  The  Commission  believes  that  a 
merger  is  vital  to  the  interests  of  both  companies  and  to 
the  people  of  the  District  of  Columbia  and  that  to  enter  an 
order  raising  the  rates  at  this  time  might  seriously  inter¬ 
fere  with  favorable  action  by  Congress. 

Upon  a  full  consideration  the  Commission,  without  pass¬ 
ing  upon  or  determining  any  of  the  issues  involved,  has 
reached  the  conclusion  to  dismiss  the  application  of  the 
Capital  Traction  Company  for  an  increase  in  fare,  without 
prejudice  to  the  Company’s  right  to  renew  its  application 
at  any  time  subsequent  to  March  5,  1929. 

It  is  so  ordered. 

JNO.  W.  CHILDRESS, 

HARRISON  BRAND,  Jr., 

W.  B.  LADUE, 

Public  Utilities  Commission 
i  of  the  District  of  Columbia. 

A  true  copy. 


Executive  Secretary. 

WWB  :NHH. 

88  Plaintiff's  Exhibit  “N”. 

Cap.  Trac.  Co.  v.  P.  U.  C.,  Eq.,  #50618. 

Before  the  Public  Utilities  Commission  of  the  District  of 

Columbia. 


In  re  Application  of  The  Capital  Traction  Company  for 

Increased  Rates  of  Fare. 

Petition. 


To  the  Public  Utilities  Commission  of  the  District  of  Col¬ 
umbia  : 

The  Capital  Traction  Company  hereby  makes  applica¬ 
tion  to  the  Public  Utilities  Commission  of  the  District  of 
Columbia  for  the  fixing  of  rates  of  fare  on  its  street  rail¬ 
way  and  bus  lines  in  the  District  of  Columbia  (which  street 
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railway  rates  of  fare  should  be  uniform  upon  ajll  of  the 
street  railway  lines  in  the  District  of  Columbia)! as  here¬ 
inafter  stated. 

In  support  of  this  application  your  petitioner  says  and 
is  prepared  to  prove  that 

1.  The  fair  value  of  its  property  used  and  useful  for 
street  railway  and  bus  operations  in  the  District  of  Colum¬ 
bia  as  of  January  1,  1925  as  judicially  determined  by  the 
Court  of  Appeals  of  the  District  of  Columbia  in  jthe  case 
of  Public  Utilities  Commission  of  the  District  of  Columbia 
v.  The  Capital  Traction  Company,  decided  February  7, 
1927,  57  App.  D.  C.  85,  plus  capital  additions  thereto  since 
said  date  as  appears  by  the  records  of  the  Public  iUtilities 
Commission  is  as  follows: 

89  Fair  Value  of  Property  Used  and  Useful  for  Opera¬ 
tion  in  the  District  of  Columbia.  I 


a 

a 


*4 


credit,  year  1925  (red) 
additions,  year  1927  .. 
“  “  1928  . . 


of  Appeals) ....  $2“ 

1, 

...  $125,688.00' 

. . .  256.151.00 

.756,880.00 

381.839.00 

as  of  January 
.  25 

,375,041.00 

. ..  $171,871.77 

2,028.52 

97.836.18 

. ..  100.479.78 

Total  net  capital  additions,  from  1925  to  1928. 


!  3(58,159.21 


Fair  value,  exclusive  of  materials  and  supplies  and  work- 

in?:  capital  .  $251743,200.21 

Plus : 

Materials  and  supplies.  December  31,  192S  $82,362.74 
Working  Capital  1/12  operating  expense,  j 

192S  .  254.5S1.77 

-  1336,944.51 


Fair  value,  December  31,  1928  .  $26,080,144.72 


*  Net  capital  additions  are  capitalized  additions  and  betterments  to 
property  at  cost,  less  value  as  of  January  1,  1925  of  property  retired. 

2.  Since  the  aforesaid  valuation  of  your  petitioner's 
property  there  has  been  no  material  change  in  the!  cost  of 
materials  and  labor  involved  in  the  construction,  or  repro¬ 
duction  of  the  Company’s  physical  property  used  and  use¬ 
ful  for  street  railway  operations  within  the  District  of  Co¬ 
lumbia.  Your  petitioner  is  entitled  to  a  reasonable  return 
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upon  such  fair  value,  and  has  never  received  such  reason¬ 
able  return  since  its  fair  value  was  fixed  by  the  Court  as 
stated. 

90  3.  The  revenues  from  operation  of  the  Company, 

its  operating  expenses,  rentals,  taxes,  and  deprecia¬ 
tion  and  income  available  for  return  upon  fair  value  dur¬ 
ing  the  calendar  voars  1928  and  1927  were  as  follows: 


Operating  revenues 


1028. 

$4,344,147.99 


1027. 

$4,479,099.50 


Operating  expenses,  exclud¬ 
ing  depreciation  . 

Depreciation  . 

Taxes . 

Rental  of  Leased  Road . 


$2,676,652.58 

378,328.54 

346,965.32 

7,785.00 


$2,734,238.97 

365,334.76 

370,289.94 

8,074.13 


Operating  expenses,  de¬ 
preciation,  taxes  and 


rentals  .  .  $3,409,731.44 

Income  available  for  return 

on  fair  value  . . .  934,416.55 

Fair  value  January  1st .  26,005,526.43 


Percentage  return  on  fair  value  .  .  .  3.59% 


$3,477,937.80 


1,001,161.70 

25,901,046.83 

3.87% 


4.  The  revenues  from  operation  of  the  Company,  its 
operating  expenses,  rentals,  taxes,  depreciation  and  income 
applicable  to  such  return  during  the  twelve  (12)  months 
ending  April  30,  1929  were  as  follows: 


Operating  revenues  .  $4,292,627.30 

Operating  expenses,  excluding 

ing  depreciation  . $2,659,528.50 

Depreciation  / .  381,859.28 

Taxes .  330,737.20 

Rental  of  leased  road  .  6,690.00 


Operating  expenses,  de¬ 
preciation,  taxes  and 
rentals  . 


3,378,814.98 


Income  available  for  return  on  fair 

value .  $913,812.32 

Which  is  3.50  per  cent  on  fair  value  as  of 
December  31,  1928  . $26,080,144.72 
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91  The  rate  of  return  upon  the  fair  value  of  jthe  Com¬ 
pany’s  property  as  above  for  the  calendar  years 
1928  and  1927,  which  as  aforesaid  was  but  3.59  and  3.87  per 
cent  respectively,  was  totally  inadequate,  unreasonable  and 
confiscatory  of  your  petitioner’s  property  and  rights  under 
the  Constitution  of  the  United  States,  bv  reason ! of  which 
your  petitioner  has  been  deprived  and  is  being  deprived 
of  its  constitutional  rights  and  of  the  due  process  of  law 
guaranteed  to  it  by  said  Constitution. 

6.  The  rate  of  return  upon  the  fair  value  of  the  Com¬ 
pany’s  property  as  above  for  the  twelve  (12)  months  end¬ 
ing  April  30,  1929,  which  as  aforesaid  was  but  j  3.50  per 
cent,  was  totally  inadequate,  unreasonable  and  confiscatory 
of  your  petitioner’s  property  and  rights  under  th£  Consti¬ 
tution  of  the  United  States,  by  reason  of  which  your  peti¬ 
tioner  has  been  deprived  and  is  being  deprived  of  its  con¬ 
stitutional  rights  and  of  the  due  process  of  law  guaranteed 
to  it  bv  said  Constitution. 

7.  Since  the  fixing  of  the  existing  rates  of  fare  in  March, 
1922,  conditions  affecting  transportation  by  street  railway 
lines  have  markedly  changed;  wages  have  increased;  and 
the  number  of  passengers  and  revenue  therefrom  have 
greatly  diminished  for  reasons  beyond  your  petitioner’s 
control.  All  possible  operating  economies  consistent  with 
the  public  interest  have  been  effected  but  in  spitd  of  them 
the  cost  of  transportation  per  revenue  passeiiger  has 
greatly  increased  as  follows: 

1022.  j  102S. 

Operating  revenues  .  $4,994,043.99  $4,3^4,147.99 

Operating  expenses,  rentals 
and  taxes  .  3,617,219.18  3,409,731.44 


Income  available  for  re¬ 
turn  on  fair  value...  $1,376,824.81  $9^4,416.55 

Revenue  passengers  .  70,886,927  5$, 617, 391 

Operating  expenses,  rentals  and 
taxes  per  revenue  passenger....  5.103c  5.817c 

Average  wages  per  hour  for  train¬ 
men  .  55.  62c  57.  70c 

92  8.  If  the  present  rate  of  fare  remains  !in  effect 

your  petitioner  will  continue  to  be  deprived  of  its 
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legal  and  equitable  right  to  a  fair  return  for  the  use  of  its 
property  and  its  property  will  continue  to  be  confiscated 
and  used  by  the  public  without  just  compensation  and  its 
ability  to  serve  the  public  in  the  performance  of  its  fran¬ 
chise  obligations  will  be  seriously  impaired. 

9.  It  is  essential  to  the  relief  which  your  petitioner  here¬ 
in  seeks  and  to  which  it  is  entitled  that  a  uniform  rate  of 
fare  on  the  street  railways  throughout  the  District  of  Co¬ 
lumbia  be  established  and  maintained  for  reasons  ex¬ 
pressed  by  the  Public  Utilities  Commission  of  the  District 
of  Columbia  in  its  Order  No.  462  (Commission’s  report 
1922,  page  65)  as  follows: 

4  *  Before  proceeding  to  a  discussion  of  the  testimony 
given  at  the  public  hearings  on  these  several  questions  on 
February  1  and  2,  1922,  the  Commission  believes  that  it 
should  state  its  position  on  the  question  of  whether  the 
rate  of  fare  for  all  the  companies  in  the  District  of  Co¬ 
lumbia  shall  be  uniform  or  whether  each  company  shall  be 
considered  separately  and  such  a  rate  of  fare  established 
for  it  as  will  enable  it  to  earn  a  fair  and  reasonable  rate 
of  return  upon  the  fair  value  of  its  used  and  useful  prop¬ 
erty.  It  was  contended  by  both  the  Capital  Traction  Com¬ 
pany  and  the  Washington  Railway  &  Electric  Company, 
the  two  principal  street  railway  companies,  that  the  rate 
of  fare  should  be  uniform.  It  was  contended  with  equal 
force  by  the  representatives  of  the  Federation  of  Citizens’ 
Associations  that,  under  the  provisions  of  the  public  utili¬ 
ties  act,  the  Commission  has  no  authoritv  to  consider  these 
two  companies  as  one,  and  must  establish  separate  rates  of 
fare  for  each.  The  position  the  Commission  has  hereto¬ 
fore  taken  in  this  matter  has  been  stated  frequently,  but 
it  seems  advisable  to  repeat  now  what  it  said  on  October 
18,  1919  (Order  No.  344,  Formal  Case  No.  77) : 

4  4  Having  reached  a  conclusion  as  to  the  extent  to  which 
additional  revenues  are  needed  by  the  Washington  Railway 
&  Electric  Company  and  its  subsidiaries,  and  as  to  the  best 
means  of  raising  such  increased  revenues,  it  is  of  impor¬ 
tance  to  determine  whether  these  increased  rates  of  fare 
shall  apply  only  to  the  Washington  Railway  &  Electric  Sys¬ 
tem  or  whether  they  shall  apply  alike  to  all  street  rail¬ 
way  companies  within  the  District  of  Columbia.  There 
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would  be  but  one  answer  to  this  question  if  the  hiTo  com- 
panies  were  not  competitive,  but  with  practically  every 
line  of  the  Washington  Railway  &  Electric  Company 
93  within  the  city  proper,  paralleled  by  a  line  of  the 
Capital  Traction  Company,  the  application  of  dis¬ 
criminating  rates  to  the  two  companies  would,  in  the  opin¬ 
ion  of  the  Commission,  result  in  such  a  disarrangement 
of  the  arteries  of  city  transportation  as  to  make  it  utterly 
impossible  for  the  Capital  Traction  Company  tol  render 
adequate  service,  while,  at  the  same  time  the  reduction  in 
the  number  of  passengers  on  the  Washington  Railway  & 
Electric  Svstem  would  to  a  large  extent  offset  the  Effect  on 
the  gross  revenue  of  the  increased  fares.  The  two  'systems 
are  so  related  that  if  the  present  character  of  service  is 
to  be  maintained,  much  less  improved,  it  is  deemed  imper¬ 
ative  that  uniform  rates  be  maintained  on  the  fwo  sys¬ 
tems.’  ” 


The  position  of  the  Commission  was  also  maintained  with 
respect  to  a  petition  presented  by  the  Federation  j  of  Citi¬ 
zens  Associations  for  a  reduction  in  the  rate  of  Ifare  on 

i 

the  lines  of  the  Capital  Traction  Company,  hearings  on 
which  were  held  October  16,  1922.  The  Commission  there¬ 
in  again  reviewed  all  of  its  findings  and  orders  with  ref¬ 
erence  to  the  maintenance  of  a  uniform  rate  of  fare  and 
decided  that  it  was  necessary  in  the  public  interest  that 
there  should  be  a  uniform  rate  of  fare  and  dismissed  the 
application  of  the  petitioners.  The  Corporation  Counsel 
therein  advised  the  Public  Utilities  Commission  as  follows: 


i 

“It  is  argued,  however,  that  the  Commission!  has  no 
power  under  the  law  to  fix  a  rate  of  return  upon  valuation 
which  rates  will  be  greater  for  one  company  than!  for  an¬ 
other.  It  is  true  that  the  law  itself  say-  nothing  what¬ 
ever  about  fixing  fair  return  upon  valuation,  but  simply  re¬ 
quires  the  Commission  to  ascertain  the  fair  value  and 
points  out  the  steps  to  be  followed  in  so  doing;  and  this 
very  matter  was  used  by  one  of  the  writers  who  filed  a 
brief  in  this  case  as  the  foundation  for  an  argument  made 
several  times  before  the  Commission  in  public  Hearings, 
that  the  Commission  had  no  power  under  the  lawj  to  fix  a 
rate  of  return  as  such,  but  only  had  the  power  ito  fix  a 
charge  for  services  rendered  which  would  be  a  fait  charge 
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to  the  public.  The  law,  however,  is  too  well  established 
at  the  present  time  to  concede  such  an  argument.  If  the 
decisions  of  the  courts  and  the  Public  Utilities  Commis¬ 
sions  throughout  the  country  have  established  any  principle 
firmly,  they  have  established  the  principle  that  a  public 
utility  corporation  is  entitled  to  earn  a  fair  return  upon 
the  money  invested  in  the  enterprise.  This  is  one  of  the 
principal  elements  to  be  considered  in  rate-fixing. 
94  What  is  a  fair  return  must,  under  all  circumstances, 
be  a  question  to  be  decided  by  the  public  utilities 
commission  having  supervision  of  the  subject.  Certainly 
it  cannot  be  conclusive/;/  said,  as  argued  on  behalf  of  the 
citizens’  associations,  that  it  is  discrimination  within  the 
meaning  of  the  law  to  allow  one  rate  of  return  for  one 
company  and  a  larger  rate  for  another,  because  the  law 
is  entirely  silent  upon  this  subject. 

“To  apply  the  argument  of  discrimination  a  little  fur¬ 
ther,  it  might  be  argued  more  appropriately,  I  think,  that 
the  Commission  would  be  guilt v  of  discrimination  if  it 
should  permit  one  icompany  to  charge  a  different  fare  from 
that  of  another  company  for  substantially  similar  service, 
though  I  would  not  admit  this  as  a  sound  legal  argument, 
because  the  law  is  entirely  silent  also  upon  this  matter.  The 
Commission  would  be  much  more  open  to  a  charge  of  dis¬ 
crimination  if  we  should  permit  one  company,  for  exam¬ 
ple,  to  charge  a  5-cent  fare  from  Mount  Pleasant  to  flic 
business  section  of  the  city  and  to  permit  another  company 
to  charge  a  6V2  cent  fare  for  substantially  the  same 
service.” 

In  the  case  of  Albert  J.  Waskom  et  ah  v.  Public  Utilities 
Commission  of  the  District  of  Columbia  in  the  Supreme 
Court  of  the  District  of  Columbia  Equity  No.  37,052,  the 
Commission  in  its  answer  therein  said: 

“The  defendants  admit  that  order  number  324  contains 
the  paragraphs  quoted  in  paragraph  18,  but  deny  that  said 
Order  was  made  exclusively  for  the  benefit  of  the  Wash¬ 
ington  Railway  and  Electric  Company,  or  that  the  increase 
in  fare  authorized  by  the  Commission  was  not  necessary 
for  either  the  Capital  Traction  Company  or  the  Washing¬ 
ton  Virginia  Railroad  Company.  They  admit  that  the 
Commission  was  influenced  in  making  the  said  Order  by 
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the  peculiar  conditions,  financial  and  otherwise^  of  the 
Washington  Railway  &  Electric  Company,  but  aiTer  that 
the  financial  and  operative  conditions  of  the  Capital  Trac¬ 
tion  Company  were  also  given  full  consideration,  j  both  as 
to  the  necessity  for  an  increased  fare  and  the  effect  upon 
the  traffic  conditions  of  the  Capital  Traction  Company  of 
giving  a  larger  rate  of  fare  to  the  Washington  Railway 
and  Electric  Company  than  that  given  to  the  |  Capital 
Traction  Company,  and  also  of  giving  the  Washington 
Railway  &  Electric  Company  the  right  to  charge  fdr  trans¬ 
fers  upon  its  lines  without  at  the  same  time  giving  such 
right  to  Hie  Capital  Traction  Company.  The  defendants 
deny  that  the  rates,  tolls  and  charges  authorized  by  its 
Order  324  impose  an  unnecessary  charge  and  burdbn  upon 
the  patrons  of  the  Capital  Traction  Company  or  the  Wash¬ 
ington  Virginia  Railway  Company,  or  are  unjustly  dis¬ 
criminatory  in  favor  of  said  companies,  but  avei^  on  the 
contrary  that  said  Order  was  necessary  iji  order 
95  that  the  patrons  of  said  lines  might  continue  to  re¬ 


ceive  the  service  they  were  receiving  at  the 
said  Order.’ ’ 


# 


* 


* 


# 


time  of 


“Answering  generally  the  defendants  aver,  th^t  prior 
to  October  20,  1918,  both  the  Washington  Railway  &  Elec¬ 
tric  Company  and  the  Capital  Traction  Company,  peti¬ 
tioned  the  Commission  for  an  increase  in  the  rate! of  fare 
on  the  ground  that  the  increase  in  the  operating  expenses 
of  the  companies  caused  by  the  great  advance  iii  wages 
they  were  compelled  to  pay  to  motormen,  conductbrs  and 
other  operatives,  and  the  greatly  advanced  cost  of  biainte- 
nance,  materials  and  supplies,  had  rendered  it  impossible 
for  the  companies  longer  to  give  even  their  then; service 
to  the  public  and  pay  a  reasonable  return  on  the  value  of 
their  property.  The  defendants  aver,  that  under  the  evi¬ 
dence  then  adduced  in  support  of  these  petitions  the  Com¬ 
mission  abolished  the  rate  of  six  tickets  for  twenty-fit  e  cents 
and  made  a  flat  rate  of  five  cents  and  compelled  inter-com¬ 
pany  transfers  at  many  points.  Thereafter  the  Washing¬ 
ton  Railway  &  Electric  Company  petitioned  for  a  further 
increase  of  fare  as  set  forth  in  the  bill  of  complaint,  and 
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after  hearings  upon  the  same,  the  Commission  passed  its 
Order  324  herein  complained  of. 

“The  defendants  further  aver  that  the  investigations 
made  by  them  and  the  experts  employed  by  the  Commis¬ 
sion,  and  the  testimony  before  the  Commission  in  the  sev¬ 
eral  hearings  herein  before  referred  to,  established  that 
the  population  of  Washington  had  largely  increased  dur¬ 
ing  the  two  years  last  passed,  probably  to  the  extent  of 
twenty-five  per  cent;  that  the  trackage  and  carrying  facili¬ 
ties  of  the  street  railway  companies  mentioned  had  not 
been  increased  to  any  extent  because  of  conditions  caused 
by  the  war;  that  these  conditions  caused  a  congestion  of  the 
traffic  affecting  the  lines  of  both  companies,  particularly 
during  the  rush  hours  in  the  morning  and  the  evening,  to 
an  extent  that  rendered  the  handling  of  the  traffic  exceed¬ 
ingly  difficult;  that  any  change  brought  about  by  the  Com¬ 
mission  the  effect  of  which  would  be  to  drive  traffic  from 
one  company  to  the  other  company  because  of  a  difference 
on  the  rate  of  fare  charged  would  result  in  an  even  more 
serious  congestion  of  the  lines  charging  the  cheaper  fare, 
and  would  be  greatly  to  the  detriment  of  the  convenience 
and  comfort  of  i the  patrons  of  such  lines;  that  the  most 
important  lines  of  both  companies,  particularly  those  run¬ 
ning  north  and  south,  parallel  each  other  to  such  an  extent 
that  any  inequality  in  the  rate  of  fare  charged  would  result 
in  a  congestion  on  the  line  of  cheaper  fare  which  would 
cripple  its  service  and  increase  the  difficulty  of  the  traf¬ 
fic  situation  to  a  degree  where  it  would  be  impossible 
96  for  the  company  affected  to  give  even  the  service  it 
was  then  giving  under  the  trying  conditions  exist¬ 
ing;  that  such  inequality  of  fare  would  also  affect  the  ob¬ 
ject  of  the  higher  fare  necessitated  by  the  increased  oper¬ 
ating  and  maintenance  costs  of  the  street  railway  systems. 

“The  defendants  aver  that  it  was  the  duty  of  the  street 
railway  companies  to  give  reasonable  and  adequate  service 
as  provided  by  paragraph  2  of  the  Public  Utilities  Law, 
and  that  it  was  the  duty  of  the  Public  Utilities  Commission 
not  only  to  compel  this  service  as  far  as  possible,  but  to 
do  nothing  which  would  tend  to  impair  it  on  any  of  the 
street  railway  lines,  and  that  therefore,  it  was  the  legal 
duty  and  the  legal  right  of  the  Commission  to  consider  in 
the  fixing  of  a  rate  of  fare  or  the  fixing  of  a  charge  for 
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transfers,  the  direct  effect  of  such  action  upon  the  general 

street  railway  situation  in  the  District  of  Columbia  and  the 
* 

ability  of  such  system  to  perform  its  duty  to  the  public. 

“The  defendants  further  aver  that  the  street  railway 
systems  accommodating  or  attempting  to  accommodate  the 
present  street  railway  traffic  in  the  District  of  Columbia, 
while  separate  in  so  far  as  the  management  and  operation 
of  the  Washington  Railway  and  Electric  System  and  the 
Capital  Traction  system  are  concerned,  are  yet  so  ihter-re- 
lated  with  reference  to  the  traffic  to  be  handled,  that  any 
action  taken  by  the  Public  Utilities  Commission  which  af- 
fects  either  the  service  or  the  rate  of  fare  upon  one  of  the 
systems  has  an  immediate  and  direct  effect  upon  the  other 
system  and  its  ability  to  perform  its  duty  to  the  j  public, 
and  that  therefore,  in  determining  the  character  and.  extent 
of  the  service  which  each  system  should  supply,  ijt  is  al¬ 
ways  necessary  to  consider  the  effect  of  any  change  in  the 
service  of  one  system  upon  the  service  of  the  other,  and 
even  more  important  to  consider  the  effect  upon  the  one 
of  the  fixing  of  a  higher  or  lower  fare  upon  the  other. 

“The  defendants  aver  that  the  public  interest  caiinot  be 
conserved  or  promoted  and  reasonable  or  adequate  'service 
secured  from  the  street  railway  systems  unless  in  the  de¬ 
termination  of  any  rate  of  service  problem  the  Commission 
considers  the  effect  upon  both  systems  of  any  change  which 
may  be  made  in  the  service  or  rate  of  one  of  them, 

“The  defendants  aver  that  it  was  the  paramount  duty 
of  the  Commission  to  secure  the  most  adequate  street  rail¬ 
way  service  possible  under  existing  conditions,  even  if  the 
rate  of  fare  fixed  by  the  Commission  either  as  a  flat  rate 
or  an  increased  rate  by  reason  of  a  charge  for  transfers 
resulted  in  a  larger  return  to  one  of  the  companies  than 
would  otherwise  have  been  allowed;  and  that  it  was  the 
duty  of  the  Commission  as  well  as  its  legal  right  to  fix 
the  fares  to  be  paid  so  that  the  most  adequate  service  to 
the  public  would  result  on  all  the  street  railway  of  the  Dis¬ 
trict.” 

i 

97  10.  A  uniform  rate  of  fare  of  ten  cents  (10^)  cash 

with  four  tokens  sold  for  thirty  cents  (30^)  on  street 
car  and  feeder  bus  lines  with  free  transfers  between  car 
lines  and  feeder  bus  lines  to  those  passengers  paying  ten 
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cents  (10^-)  cash  fare,  would  produce  an  estimated  annual 
income  to  The  Capital  Traction  Company,  available  for  re¬ 
turn  on  fair  value;  of  $1,258,000,  which  will  amount  to  4.83 
per  cent  of  such  value  as  of  December  31,  1928. 

On  June  14,  1928  The  Capital  Traction  Company  filed 
with  this  Commission  an  application  for  an  increase  in  the 
rates  of  fare  to  be  charged  upon  its  lines.  On  this  petition 
public  hearings  were  had  extending  from  September  10, 

1928  to  and  including  September  25,  1928,  during  which 
hearings  a  large  amount  of  testimony  was  taken  and  argu¬ 
ments  were  heard  both  for  and  against  said  petition;  the 
public  and  the  patrons  of  the  Company  being  represented 
by  People’s  Counsel  and  others.  Subsequently  and  with¬ 
out  passing  upon  and  determining  any  of  the  issues  in¬ 
volved  the  Commission  on  October  24,  1928  dismissed  the 
said  application  without  prejudice  to  the  Company’s  right 
to  renew  its  application  at  any  time  subsequent  to  March  5, 
1929. 

This  action,  as  expressed  by  the  Commission,  was  taken 
for  the  reason  that  the  Commission  felt  that  to  enter  an 
order  raising  the  rates  of  fare  at  that  time  might  mate¬ 
rially  interfere  with  favorable  action  by  Congress  upon 
the  proposed  legislation  for  the  ratification  of  a  merger 
between  the  transportation  companies  in  the  City. 

98  On  October  29,  1928  the  Commission  by  letter  to 
the  President  of  The  Capital  Traction  Company  rec¬ 
ognized  the  acquiescence  of  your  petitioner  in  the  aforesaid 
order  upon  condition  that  the  Company  in  no  way  waived 
its  legal  or  equitable  rights  to  make  another  application 
after  March  5,  1929,  and  stipulated  that  for  the  sake  of 
saving  time  and  expense  your  petitioner  will  be  permitted 
to  use  the  record  which  was  made  in  the  aforesaid  hearing 
in  any  subsequent  hearing,  and  preserving  the  right  to  add 
to  it  any  additional  evidence  which  it  might  care  to  offer 
and  at  the  same  time  permitting  other  interested  parties 
to  have  the  same  privilege. 

Congress  having  failed  at  its  session  ending  March  4, 

1929  to  authorize  or  ratify  the  proposed  merger,  and  the 
unification  agreement  entered  into  between  the  transpor¬ 
tation  companies  of  the  District  of  Columbia  having  ex¬ 
pired,  your  petitioner  now  makes  this  application  for  an 
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increased  rate  of  fare  and  pursuant  to  the  foregoing  under¬ 
standing  and  stipulation  will  avail  itself  of  the  record  in 
the  aforementioned  hearing  and  will  offer  such  additional 
evidence  in  support  of  its  petition  as  it  may  he  advised. 

The  income  which  your  petitioner  will  receive  from  the 
rate  of  fare  now  applied  for  will  not  constitute  file  full 
measure  of  the  reasonable  rate  of  return  upon  the  fair  value 
of  its  property,  as  judicially  determined,  to  which  ijt  is  en¬ 
titled,  but  your  petitioner  does  not  desire  to  place  sjmy  ad¬ 
ditional  burden  upon  the  car  riding  public  which  is  |  not  an 
absolute  necessity  and  is  now  willing  to  accept  a  j  return 
less  than  that  to  which  it  is  entitled  with  the  hope  tlfat  con¬ 
ditions  affecting  transportation  will  improve.  Accordingly, 
this  application  is  made  for  the  same  rate  of  fare  applied 
for  June  14,  1928.  I 

99  Wherefore  your  petitioner  prays: 

1.  That  the  Public  Utilities  Commission  iof  the 
District  of  Columbia  fix  a  uniform  rate  of  fare  upon  all  of 
the  street  railway  lines  of  the  District  of  Columbia  and 
specifically  upon  the  lines  of  your  petitioner  of  teij  cents 
(10^)  cash  per  passenger  with  four  (4)  tokens  scjld  for 
thirty  (30^)  cents  with  free  transfers  between  street  car 
lines  and  feeder  bus  lines  to  passengers  paying  tei}  cents 
(Kty-)  cash  fare,  other  charges  to  remain  as  at  present. 

2.  That  the  Commission  will  enter  an  order  making  all 
other  street  railway  companies  of  the  District  of  Columbia 
parties  to  these  proceedings  and  will  require  said  parties 
to  make  answer  hereto. 

3.  That  the  Commission  will  set  a  date  and  give  notice  of 
a  hearing  upon  this  petition  as  provided  by  the  Act  of  Con¬ 
gress  entitled  “An  Act  making  appropriation  to  provide 
for  the  expenses  of  the  government  of  the  District  of  Co¬ 
lumbia  for  the  fiscal  year  ending  June  30, 1914,  and  foil  other 
purposes”,  approved  March  4,  1913. 

Respectfully  submitted, 

THE  CAPITAL  TRACTION  COMPANY, 
Bv  J.  H.  HANNA,  i 

President. 


June  13,  1929. 
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100  Plaintiff's  Exhibit  “0”. 

Cap.  Trac.  Co.  v.  P.  U.  C.,  Eq.,  #50618. 

Public  Utilities  Commission  of  the  District  of  Columbia. 

Order  No.  807. 

Formal  Case  No.  205. 

November  13,  1929. 

In  the  Matter  of  the  Application  of  The  Capital  Traction 
Company  for  Increased  Hates  of  Fare  on  its  Lines. 

The  Capital  Traction  Company,  hereinafter  termed  The 
Capital  Co.,  on  June  13,  1929  petitioned  for  authority  to 
increase  fares  upon  its  street  railway  lines  from  eight  cents 
cash  or  six  tokens  for  forty  cents  to  ten  cents  cash  or  four 
tokens  for  thirty  cents.  It  alleged  that  existing  fares  were 
confiscatory  and  incapable  of  producing  a  reasonable  re¬ 
turn  upon  the  fair  value  of  its  properties  devoted  to  the 
public  service;  and  asked  that  the  Washington  Hailway 
and  Electric  Company,  hereinafter  called  the  Washington 
Co.,  be  made  a  party  to  the  proceeding.  That  company 
was  made  a  party  as  were  other  street  railway  and  bus 
companies  operating  in  intra-district  service.  The  Wash¬ 
ington  Co.  in  its  answer  requested  a  similar  increase  in 
fares  on  its  line  arguing  the  same  reasons  as  had  been  ad¬ 
vanced  by  The  Capital  Co. 

The  case  was  set  for  hearing  before  the  Commission  on 
July  29,  1929,  and  hearing  continued,  with  few  interrup¬ 
tions,  until  October  7, 1929.  Two  thousand,  three  hundred 
and  eightv-tvro  pages  of  evidence  and  one  hundred  and 
forty  exhibits  have  been  received. 

The  Capital  Co.  claimed  that  the  fair  value  of  its  proper¬ 
ties  used  and  useful  in  the  public  service  was  not  less  than 
$26,080,144.72.  It  arrived  at  this  amount  by  adding  to  the 
value  fixed  by  the  Court  of  Appeals  of  the  District  of  Co¬ 
lumbia  as  of  January  1,  1925  claimed  net  costs  of  additions 
and  betterments  from  that  date  to  January  1,  1929.  It 
offered  certain  cost  indices  published  by  the  National  Elec¬ 
tric  Railway  Association  purporting  to  show  unit  price 
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trends  over  a  period  of  years.  It  produced  no  inventory 
as  of  1929;  made  no  detailed  showing  as  to  the  iphysical 
condition  of  its  properties;  and  submitted  no  other  evidence 
as  to  the  reproduction  cost  new  or  less  depreciation,  the 
recorded  money  outlay,  or  the  original  cost  to  date,  as 
of  1929. 

i 

The  Washington  Co.  claimed  a  minimum  value  for  rate* 
making  purposes  of  $19,210,899.39  determined  by  adding  to 
the  fair  value  found  by  the  Commission  as  of  June! 30,  1919 
the  claimed  net  cost  of  additions  and  betterments  from  that 
date  to  April  30,  1929.  It  produced  no  inventory  as  of 
1929;  made  no  detailed  showing  as  to  the  physical  condi¬ 
tion  of  its  properties;  and  submitted  no  other  evidence  as 
to  the  reproduction  cost  new  or  less  depreciation, 
101  the  recorded  money  outlay,  or  the  original  cost  to 
date,  as  of  1929.  j 

Both  companies  claimed  that  they  were  operating  as  effi¬ 
ciently  as  possible  under  existing  conditions  and  that  their 
operating  expenses  could  not  be  further  reduced  j  without 
impairing  the  quality  and/or  quantity  of  the  service  ren¬ 
dered. 

The  Capital  Co.  introduced  evidence  intended  to  show 
that  the  rate  of  return  upon  its  claimed  fair  value  liad  been 
as  follows:  1926,  4.30% ;  1927,  3.92% ;  1928,  3.64%.  j 

The  Washington  Co.’s  evidence  was  intended  to  show  that 
its  rate  of  return  upon  its  claimed  value  had  beeii  as  fol¬ 
lows:  1926,  3.99%  ;  1927,  4.13%  ;  1928,  4.32%.  | 

The  Capital  Co.,  on  the  basis  of  an  assumed  new  ratio 
of  token  to  cash  fares,  estimated  that  the  increased  fare 
would  have  the  effect  of  increasing  the  rate  of  return  upon 
its  claimed  fair  value  to  4.88%.  The  Washington  Co.  sim¬ 
ilarly  estimated  that  its  rate  of  return  would  be  increased 
to  6.25%.  Both  companies  contended  that  their  Irate  of 
return  so  estimated  was  less  than  the  reasonable  I  rate  to 
which  they  are  entitled  under  the  law.  The  Capital  Co. 
stated  that  it  had  decided,  for  reasons  which  it  deemed  con- 
trolling,  to  ask,  at  this  time,  for  only  the  increased  fare  for 
which  it  prayed,  even  though  fully  aware  that  such  fares 
would  not  produce  the  rate  of  return  to  which  it  believes 
itself  entitled.  The  Washington  Co.  asked  for  the  same  in¬ 
creased  fares  as  were  sought  by  The  Capital  Co.  T^his  was 
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said  to  be  based  upon  prior  decisions  of  the  Commission 
that  there  should  be  the  same  level  of  street  car  fares  for 
all  street  car  companies,  and  both  companies  very  strongly 
upheld  this  policy  of  the  Commission. 

Much  evidence  was  introduced  to  show  prevailing  fares 
in  other  large  cities,  and  the  operating  ratios  of  the  agencies 
furnishing  street  railway  service  in  such  cities.  This  was 
with  two  objects  in  view,  to  show  that  the  increased  fare 
asked  in  Washington  was  not  out  of  line  with  fares  paid  by 
street  car  riders  elsewhere,  and  that  the  operating  efficiency 
of  the  Washington  street  car  lines  compared  favorably  with 
that  of  lines  in  other  jurisdictions.  Little  detail  as  to  the 
physical  properties  or  operating  conditions  in  other  cities 
was  submitted. 

The  Commission  holding  that  questions  of  operating  costs 
must  be  considered  in  the  determination  of  the  issues  pre¬ 
sented  by  the  Companies’  pleading  sought  to  deter- 
102  mine  what,  if  any,  operating  economies  would  result 
from  unified  operation  of  these  two  street  railway 
companies,  or  from  the  joint  use  of  each  other’s  facilities 
without  a  corporate  merger.  It  also  attempted  to  develop 
the  saving  in  operating  expenses  which  might  be  expected 
in  the  event  that  such  corporate  merger,  as  now  authorized 
by  law,  became  a  fact. 

A  public  utility  is  entitled  to  a  reasonable  return  upon 
the  fair  value  of  its  property  used  and  useful  in  the  public 
service.  However,  the  determination  of  whether  or  not 
specific  fares  are  confiscatory  must  be  made  upon  the  basis 
of  the  fair  value  of  the  properties  at  the  time  of  the  inquiry. 
(McCardle  v.  Indianapolis  Water  Co.,  272  U.  S.  400,  40*8, 
71  L.  ed.  154,  47  Sup.  Ct.  144,  P.  U.  R.  1927-A  15;  Standard 
Oil  Co.  v.  Southern  Pac.  Co.,  268  U.  S.  146,  157,  69  L.  ed. 
890,  45  Sup.  Ct.  465 ;  Brooks-Scanlon  Corp.  v.  United  States, 
265  U.  S.  106,  125,  68  L.  ed.  934,  44  Sup.  Ct.  471 ;  Bluefield 
Water  Works  &  Improv.  Co.  v.  Public  Service  Comm.,  262 
U.  S.  679,  67  L.  ed.  1176,  43  Sup.  Ct.  675,  P.  U.  R.  1923-D 
11;  Georgia  R.  &  Power  Co.  v.  Railroad  Comm.,  262  U.  S. 
625,  630,  67  L.  ed.  1144,  43  Sup.  Ct.  680,  P.  U.  R.  1923-D  1; 
Southwestern  Bell  Teleph.  Co.  v.  Public  Service  Comm.,  262 
U.  S.  276,  278,  67  L.  ed.  981,  43  Sup.  Ct.  544,  31  A.  L.  R.  807, 
P.  U.  R.  1923-C  193.)  It  is  not  sufficient  for  these  purposes 
to  set  up  a  fair  value  determined  at  some  time  in  the  past 
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and  add  to  it  the  net  cost  of  additions  and  betterments  to 
date.  (St.  L.  &  0.  F.  Ry.  Co.  v.  United  States,  2179  U.  S. 
461,  72  L.  ed.  457.)  The  figure  thus  determined !  may  be 
either  too  high  or  too  low  and  does  not  afford  a  proper 
basis  for  rate-making,  nor  enable  the  Commission:  to  have 
before  it  those  elements  of  value  which  the  courts  have 
repeatedly  held  must  be  taken  into  consideration. 

As  hereinbefore  set  forth,  the  fair  value  claimed!  by  each 
street  railway  company  was  determined  in  just  this  man¬ 
ner,  without  current  inventory  or  showing  of  the  physical 
condition  of  the  properties,  by  adding  the  net  cost  of  addi¬ 
tions  and  betterments  to  a  fair  value,  in  one  case  nearly 
four  years,  in  the  other  ten  years  old. 

The  evidence  plainly  disclosed  errors  in  accounting  which 
rendered  inexact  the  values  claimed  by  both  companies, 
and  more  important  still  uncontradicted  evidence  showed 
that  the  accounting  methods  of  the  two  companies  idiffered 
markedly  in  their  treatment  of  charges  to  capital  account, 
so  that  the  fair  value  claimed  by  one  or  the  other  of!  the  two 
must  necessarily  be  incorrect. 

No  revamping  of  the  accounts  of  the  companies  would 
make  possible  the  ascertainment  of  their  true  fair 
103  value  as  of  todav,  and  there  are  not  sufficient  facts 

l 

in  the  record  to  make  possible  such  a  restatement  of 
investment.  The  fair  present  value  of  the  properties  can 
be  determined  in  no  other  way  except  by  a  new  valuation 
which  would  take  into  consideration  all  of  the  elements  of 
value  in  accordance  with  the  decisions  of  the  courts. 

The  Commission  believes  thoroughly  that  the  iutilities 
requesting  increased  fares  should  do  everything  reasonably 
possible  to  effect  economies,  to  increase  their  net  Revenues 


by  reducing  their  operating  expenses  before  seeking!  to  swell 
these  revenues  by  forcing  the  street  car  riders  to  pay.  more 
money  for  the  service  rendered  by  the  railway  companies. 

The  Commission  has  devoted  much  time  and  thought  to 
the  ways  indicated  in  the  record  in  which  possible  oper¬ 
ating  economies  might  be  effected.  It  accepts  thej  conten¬ 
tion  of  the  companies  that,  as  now  constituted,  they  are 
efficiently  managed  and  operated.  So  long  as  cohditions 
remain  as  they  are,  two  entirely  separate  competing  sys¬ 
tems  endeavoring  to  serve  the  city  over  routes  which*  in 
some  cases  are  not  well  adapted  to  the  city’s  needs,  in  other 
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cases  might  be  advantageously  combined  or  abandoned,  the 
aggregate  cost  of  maintaining  the  service  as  at  present  can¬ 
not  be  materially  reduced. 

The  street  railway  service  rendered  in  Washington  com- 
pares  favorably  with  that  rendered  by  like  agencies  in  other 
cities.  There  is  only  one  other  city  in  the  country,  New 
York,  where  there  is  the  underground  street  car  trolley 
construction  of  which  there  are  111.431  miles  in  the  District 
of  Columbia.  The  operation  and  maintenance  of  this  sys¬ 
tem  is  much  more  costly  than  that  of  the  usual  overhead 
construction.  That  the  operating  ratios  of  the  two  com¬ 
panies  here  are  kept  at  the  prevailing  low  rates  speaks  well 
for  the  management. 

During  the  progress  of  the  hearing  an  effort  was  made  to 
develop  the  economies  which  would  result  from  the  joint 
use  of  tracks  and  other  facilities  without  a  corporate  mer¬ 
ger,  this  either  voluntarily  on  the  part  of  the  two  com¬ 
panies,  or  by  orders  of  the  Commission.  While  the  record 
indicates  that  economies  might  be  effected,  and  the  service 
even  improved  in  this  way,  there  is  no  way  of  gauging  with 
accuracy  the  amount  by  which  the  cost  of  operating  the 
lines  could  be  thus  reduced.  Furthermore,  the  study  which 
the  Commission  has  made  suggests  that  without  the  hearty 
cooperation  of  the  still  competing  companies,  and  without 
an  agreement  on  their  part  to  inaugurate  unified  operating 
control,  a  difficult  matter  while  they  are  separate  entities, 
the  probability  of  substantial  savings  in  the  operating  de¬ 
partments  is  quite  remote. 

104  On  the  other  hand,  the  record  does  show  that  if  a 
corporate  merger  is  effected,  there  will  quite  cer¬ 
tainly  be  a  very  considerably  less  amount  needed  to  oper¬ 
ate  the  resulting  single  street  railway  system  thus  brought 
into  being,  while  at  the  same  time  there  will  be  no  lessening, 
but  probably  an  improvement  in  both  the  quantity  and  qual¬ 
ity  of  the  service  rendered.  For  example,  the  overhead 
expenses  for  a  single  company  will  be  manifestly  less  than 
the  aggregate  of  the  cost  of  this  same  item  for  two  sepa¬ 
rate  companies.  There  will  be  but  one  set  of  books  to  keep, 
but  one  series  of  reports  to  render,  instead  of  two  as  at 
present.  A  single  management  can  bring  about  reforms 
in  the  routing  of  cars,  the  probable  abandonment  of  certain 
trackage,  the  elimination  of  the  duplication  of  certain  facili- 
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ties  and  in  these  and  other  ways  indicated  in  the  record  can 
materially  increase  the  rate  of  return  upon  the  fjiir  value 
of  the  property  of  the  single  company  used  and  useful  in 
the  service,  over  and  above  the  rates  of  return  how  pre- 

i 

vailing  for  the  two  separate  companies. 

The  record  contains  evidence  of  estimates  that  the  econ¬ 
omies  resulting  from  a  corporate  merger  of  the  two  com¬ 
panies  would  total  as  much  as  one  million  dollars  jper  year. 
While  it  is  true  that  these  are  estimates  only,  and  the  sav¬ 
ings  resulting  from  a  merger  cannot  be  known  with  ac¬ 
curacy  in  advance  of  its  conclusion,  the  character  of  the 
evidence  leads  the  Commission  to  believe  that  it  i|s  worthy 
of  credence,  and  that  the  possible  economies  ai*e  under, 
rather  than  over  stated. 

Granting  the  correctness  of  this  last  statement,  it  is  at 
once  apparent  that  the  two  companies  have  in  their  own 
hands  the  remedy  for  the  conditions  of  which  they  complain, 
without  further  taxing,  for  their  benefit,  those  whom  they 
serve.  The  combined  increase  in  net  revenues  \yhich  the 
two  companies  estimate  (and  again  but  an  estimate)  which 
would  follow  the  increased  fare  sought,  is  about  $>900,000; 
the  estimated  savings  due  to  unification,  if  as  estimated, 
about  $1,000,000  is  realized,  would,  therefore,  produce  a 
larger  net  return  than  the  higher  fares. 

Again,  the  companies’  estimate  of  the  net  results  of  the 
increased  charge  upon  the  street  car  riders  is  based  upon 
the  assumption  that  this  higher  fare  would  result  in  no 
diminution  in  the  number  of  riders,  or  at  least  if  such  a 
decrease  in  patronage  does  show  itself,  that  it  will  be  tem¬ 
porary  and  not  permanent.  It  is  not  to  be  denied,  how¬ 
ever,  that  increased  charges  for  service  a-re  not  alivays  fol¬ 
lowed  by  increases  in  revenue.  The  companies  tnay  w’ell 
be  mistaken  in  their  prognostications.  As  the  record  is 
studied  it  becomes  more  and  more  apparent  that  much  of 
the  evidence  deals  with  conjectures,  estimates,  predictions 
as  to  what  will  happen  in  the  future  if  certain  things  are 
done. 

105  These  then  are  the  facts  which  confront  the  Com¬ 
mission  in  an  attempt  to  reach  a  decision. 

First.  There  is  no  valuation,  as  of  today,  of  th£  proper¬ 
ties  of  the  two  street  railway  companies  and,  therefore, 
no  rate  bases  upon  which  to  determine  either  the  return 
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now  earned  nor  that  which  would  he  earned  if  the  increased 
fare  is  granted. 

Second.  Wide  differences  in  accounting  methods  used  by 
the  two  companies  and  certain  errors  in  the  accounting 
records  disclosed  by  the  evidence  render  it  impossible  to 
ascertain  with  the  necessary  degree  of  certainty  the  actual 
operating  expenses  or  the  net  railway  operating  income 
of  the  companies. 

Third.  The  evidence  as  to  the  rate  of  return  which  would 
be  produced  by  the  proposed  increased  fares  is  conjectural. 

Fourth.  The  Commission  has  the  right,  and  it  is  its  duty, 
to  insist  that  the  companies  effect  all  reasonably  possible 
operating  economies  before  authorizing  them  to  swell  their 
gross  revenues  by  exacting  higher  fares  from  the  street 
car  riders. 

Fifth.  The  Commission  has  the  power  to  compel  the  com¬ 
panies  to  make  joint  use  of  each  other’s  tracks  and  facili¬ 
ties.  This  might  result  in  lesser  cost  of  operation,  and  in 
a  measure  bring  about  the  relief  sought  by  means  of  higher 
fares.  Without  the  whole  hearted  cooperation  of  the  com¬ 
panies  the  full  possibilities  of  such  a  forced  unification  of 
operations  could  not  be  realized  and,  therefore,  this  pro¬ 
cedure  might  result  in  little  or  even  no  improvement  in 
existing  conditions. 

Sixth.  A  corporate  merger,  now  authorized  by  law,  would 
substitute  unified  for  dual  control  of  street  railway  oper¬ 
ations  in  this  city,  would  better  the  street  car  service,  and 
would  undoubtedly  bring  about  economies,  which  with  the 
present  rate  of  fare,  would  probably  put  the  new  merged 
company  in  a  better  condition  financially  than  that  of  the 
two  separate  companies  if  they  are  granted  the  increased 
fare  and  if  their  expectations  of  its  monetary  results  are 
fully  realized. 

Seventh.  Under  such  circumstances  this  Commission  is 
not  justified  in  compelling  the  street  car  riders  of  this  city 
to  pay  nearly  a  million  dollars  more  per  year  for  the  benefit 
of  the  two  competing  street  railway  companies. 

106  The  companies  requesting  the  increase  in  fares 
were  faced  with  the  burden  of  proof.  The  Commis¬ 
sion,  after  carefully  reviewing  all  of  the  evidence  pre¬ 
sented,  finds  that  the  companies  have  not  met  this  burden. 
The  evidence  presented  does  not  afford  a  basis  for  final  de- 
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termination  of  all  of  the  issues  involved.  The  proceeding 
has  been  left  open  for  the  taking  of  further  testimony  with 
respect  +o  certain  features  of  the  case.  It,  therefore,  is  un¬ 
necessary  at  this  time  to  rule  upon  the  several  jmotions 
made  at  the  hearing. 

It  is,  therefore, 

Ordered : 


That  upon  the  showing  made  in  the  record,  the  requests 
of  The  Capital  Traction  Company  and  the  Washington 
Railway  and  Electric  Company  to  be  allowed  to|  charge 
street  car  riders  ten  cents  (10^)  cash,  or  four  (4)  tokens  for 
thirty  cents  (30^)  are  denied.  The  case  is,  however,  held 
open,  and  the  parties  thereto  are  hereby  authorized  and 
permitted  to  submit  further  evidence  as  to  the  'present 
value  of  their  properties,  or  to  suggest,  for  the  action  of 
the  Commission,  other  ways  in  which  the  relief  sought  may 
be  obtained. 

MASON  M.  PATRICK,  Ueal.] 
HARLEIGH  H.  HARTMAN, 

W.  B.  LADUE, 

Public  Utilities  Commission 
of  the  District  of  Columbia . 

A  true  copv. 

E.  V.  FISHER,  j 

Executive  Secretary. 


HHH  :MTH. 


107  Plaintiff’ s  Exhibit  “P”. 

i 

Public  Utilities  Commission  of  the  District  of  Columbia. 
Cap.  Trac.  Co.  v.  P.  U.  C.,  Eq.,  #50618.  j 
Formal  Case  No.  205. 


In  the  Matter  of  the  Application  of  The  Capital  Traction 
Company  for  Increased  Rates  of  Fare  on  Its  Lines. 

The  Capital  Traction  Company  now  gives  notice  of  its 
dissatisfaction  with  Order  No.  8*07  of  the  Public  Utilities 
Commission  in  the  above  entitled  cause  denying  the  appli¬ 
cation  of  The  Capital  Traction  Company  for  increased 
fares  upon  its  lines,  and  of  its  appeal  therefrom  to  j  the  Su¬ 
preme  Court  of  the  District  of  Columbia,  which  Order  is 
contrary  to  law  and  to  the  uncontradicted  evidence  sub¬ 
mitted  in  said  cause  upon  which  The  Capital  Traction  Com- 
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pany  rests,  without  further  testimony  or  suggestion,  its 
legal  rights  in  the  premises. 

Dated  this  9th  day  of  December,  1929. 

THE  CAPITAL  TRACTION  COM¬ 
PANY, 

By  GEORGE  E.  HAMILTON, 

G.  THOMAS  DUNLOP, 

Attorneys  for  The  Capital  Traction  Company. 

108  Filed  December  20,  1929. 

In  the  Supreme  Court  of  the  District  of  Columbia,  Holding 

an  Equity  Court. 

Equity.  No.  50618. 

The  Capital  Traction  Company,  a  Bodv  Corporate,  36th  & 

M  Streets  N.  W.,  Plaintiff, 

vs. 

The  Public  Utilities  Commission  of  the  District  of  Co¬ 
lumbia,  an  Alleged  Body  Corporate,  District  Building, 
and  Mason  M.  Patrick,  Harleigh  H.  Hartman  and  Wil¬ 
liam  B.  Ladue,  Members  of  the  said  Public  Utilities  Com¬ 
mission,  District  Building,  and  Washington  Railway  & 
Electric  Company,  a  Corporation,  14th  &  C  Streets  N. 
W.,  Defendants. 

Motion '  to  Dismiss  Bill  of  Complaint. 

And  now  come  the  defendants,  the  Public  Utilities  Com¬ 
mission  of  the  District  of  Columbia  and  Mason  M.  Patrick, 
Harleigh  H.  Hartman  and  William  B.  Ladue,  members  of 
the  said  Public  Utilities  Commission,  and  move  the  Court 
to  dismiss  the  bill  of  complaint  herein  upon  the  grounds 
following: 

1.  That  it  appears  from  said  bill  of  complaint  that  the 
order  of  these  defendants  complained  of  is  not  a  final  order. 

2.  That  it  appears  from  said  bill  of  complaint  that  plain¬ 
tiff  had  not  exhausted  its  remedies  before  the  Public  Util¬ 
ities  Commission  for  the  reason  that  these  defendants,  by 
their  order  here  complained  of  found  that  plaintiff  failed 
to  prove  to  these  defendants  the  present  value  of  its  (plain¬ 
tiff’s)  properties,  and  granted  plaintiff  leave  to  present 
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further  evidence  of  said  value,  and  it  doe^  not  ap- 

109  pear  from  the  bill  of  complaint  that  plaifatiff  has 
availed  itself  of  such  permission. 

WILLIAM  W.  BRIDE, 

Corporation  Counsel ,  D .  C., 
VERNON  E.  WEST,  j 

Principal  Asst.  Corporation  Counsel „  j 

Attorneys  for  Defendant , 

Public  Utilities  Commission,  District  Bdilding. 

Messrs.  Hamilton  and  Dunlop, 

Attorneys  for  plaintiff: 

Please  take  notice  that  the  foregoing  motion  will  be  cal¬ 
endared  for  hearing  on  Friday,  January  3, 1930  at  ljo  o’clock 
A.  M.  or  as  soon  thereafter  as  counsel  mav  be  hcaif-. 

WILLIAM  W.  BRIDE,  j 

Corporation  Counsel,  D.  C., 
VERNON  E.  WEST, 

Principal  Asst.  Corporation  Counsel, 

Attorneys  for  Defendants , 

Public  Utilities  Commission,  District  Building. 

110  Filed  December  23,  1929.  j 

In  the  Supreme  Court  of  the  District  of  Columbia,  I  Holding 

an  Equity  Court.  ! 

Equity.  No.  50618.  j 

The  Capital  Traction  Company,  a  Body  Corporate,  36th 

and  M  Streets  N.  W.,  Plaintiff,  1 

vs. 

! 

The  Public  Utilities  Commission  of  the  District  of  Co¬ 
lumbia,  an  Alleged  Body  Corporate,  and  Masonj  M.  Pat¬ 
rick,  Harleigh  H.  Hartman,  and  William  B.  Ladue,  Mem¬ 
bers  of  the  said  Public  Utilities  Commission,  and  Wash¬ 
ington  Railway  &  Electric  Company,  a  Corporation,  De¬ 
fendants.  | 

Answer  of  Washington  Railway  &  Electric  Company, 

Defendant . 

To  the  Supreme  Court  of  the  District  of  Columbia  i 

The  Washington  Railway  &  Electric  Company,;  defend¬ 
ant,  for  answer  to  Bill  of  Complaint  of  The  Capital  Trac¬ 
tion  Company,  plaintiff  herein,  or  so  much  thereof  as  it  is 
advised  is  material  for  it  to  answer,  says : 
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1,  2,  3  and  4.  This  defendant  admits  paragraphs  1,  2,  3 
and  4  of  the  Bill  to  be  true. 

5.  On  information  and  belief,  this  defendant  believes  the 
fair  value  of  the  property  used  and  useful  for  operation  of 
The  Capital  Traction  Company  in  the  District  of  Columbia 
as  of  January  1,  1925,  is  as  stated  in  paragraph  5  of  said 
Bill,  and  believes  the  other  statements  therein  to  be  true. 

6  and  7.  This  defendant  admits  paragraphs  6  and  7  of 
Plaintiff's  bill  to  be  true. 

111  8.  This  defendant  admits  that  it  was  made  a  party 
to  the  application  of  the  plaintiff  for  an  increase  in 

existing  rates,  and  that  it  bled  its  answer  therein,  asking 
for  the  relief  alleged  and  that  it  was  and  is  not  earning 
through  existing  rates  of  fare  a  reasonable  return  upon 
the  present  fair  value  of  its  property. 

It  further  admits  that  hearings  upon  the  application  of 
the  plaintiff  and  answer  of  the  defendant  were  had  before 
the  said  Public  Utilities  Commission,  as  stated  in  said  par¬ 
agraph. 

The  defendant  believes  the  other  allegations  of  fact  in 
said  paragraph  8  to  be  true. 

9.  It  also  admits  that  the  present  minimum  value  as  of 
December  31,  1928,  of  its  property  is  not  less  than  $19,210,- 
899,  based  upon  the  valuation  of  its  properties  by  the  said 
Public  Utilities  Commission,  as  of  September  4,  1919,  with 
retirements  therefrom  and  additions  thereto  since  that 
time,  as  shown  upon  the  records  of  the  Public  Utilities 
Commission,  and  without  taking  into  account  the  verv 
large  increases  in  cost  of  materials  and  labor  entering  into 
such  properties  since  said  Commission’s  valuation. 

It  further  admits  it  is  now  earning  through  existing  rates 
a  rate  of  return  upon  said  value  of  its  property  totally  in¬ 
adequate,  unlawful  and  confiscatory  and  that  its  rate  of 
return  for  the  year  ended  April  30,  1929  upon  its  property 
was  not  more  than  4.11%. 

It  further  admits  that  the  proposed  rate  of  fare  of  10^ 
cash  with  4  tokens  for  30  cents  sought  to  be  established  by 
plaintiff’s  bill,  would  produce  an  estimated  return  upon  the 
present  value  of  its  property  of  not  more  than  6.25%  and 
would  afford  it  only  partial  relief  from  the  confiscation  of 
its  property  and  of  which  it  complained  in  its  an- 

112  swer  to  plaintiff’s  application  before  the  said  Com¬ 
mission. 


i 

i 
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It  also  admits  both  plaintiff  and  defendant  ai^e  being 
operated  as  economically  as  can  be  reasonably  j effected 
under  conditions  imposed  by  existing  law. 

It  also  admits  that  the  plaintiff  and  defendant  together 
with  the  owner  of  more  than  a  majority  of  the  capital  stock 
of  the  Washington  Kapid  Transit  Company,  entered  into 
an  agreement  for  the  unification  and  merger  of  tfyeir  sys¬ 
tems  under  date  of  April  7,  1928;  that  the  terms  of  said 
agreement  were  approved  by  said  Public  Utilities  Commis¬ 
sion  and  legislation  was  sought  by  said  Commission  from 
Congress  authorizing  the  aforesaid  unification  or|merger, 
and  that  Congress  has  so  far  failed  to  authorize  a  merger 
upon  the  terms  embodied  in  said  agreement  and  approved 
by  said  Commission  or  on  anv  other  terms. 

The  defendant  believes  the  other  allegations  of  fact  in 
said  paragraph  9  therein  contained  to  be  true. 

10.  This  defendant  admits  paragraph  10  of  plaintiff’s 
bill  to  be  true. 

11.  This  defendant  admits  all  of  said  paragraph  in  re¬ 
spect  to  existing  rates  of  fare  and  believes  the  other  allega¬ 
tions  of  fact  in  said  paragraph  11  to  be  true. 

12.  13  and  14.  On  information  and  belief  it  believes  the 
allegations  in  paragraphs  12,  13  and  14  to  be  true. 

Now  answering  generally  the  said  bill  and  the 
involved  as  far  as  concern  this  defendant,  it  says  as  fol¬ 
lows  : 

It  has  filed  its  certain  bill  of  complaint  in  thi 
against  the  said  Public  Utilities  Commission,  and 
the  persons  constituting  said  Commission,  Equity  iNo.  50,- 
619  which  it  adopts  and  asks  to  be  taken  as  d  part  of 
113  this  answer  to  the  same  extent  and  as  fully  a$  though 
all  of  the  several  matters  and  things  therein  were 
specifically  set  out  at  length  herein. 

Wherefore  this  defendant  having  answered  unites  in  the 
prayer  of  the  plaintiff,  with  the  exception  stated  |  in  par¬ 
agraph  4  of  its  own  prayer  for  relief,  contained  on  jpage  23 
of  its  Bill  of  Complaint  hereinbefore  stated. 

WASHINGTON  RAILWAY  &  ELEC¬ 
TRIC  COMPANY, 

By  WM.  F.  HAM, 

President . 

S.  R.  BOWEN, 

JNO.  S.  BARBOUR  (B.), 

Attorneys  for  Washington  Railway  & 

Electric  Company. 


matters 


Is  Court 
each  of 
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District  of  Columbia,  ss  : 

I,  Wm.  F.  Ham,'  being  first  duly  sworn  according  to  law, 
on  oath  depose  and  say,  that  I  am  President  of  the  Wash¬ 
ington  Railway  &  Electric  Company,  that  I  have  read  the 
foregoing  answer  bv  me  subscribed,  and  know  the  contents 
thereof,  that  the  matters  and  things  therein  stated  as  of 
my  personal  knowledge  are  true,  and  those  stated  upon 
information  and  belief,  I  believe  to  be  true. 

WM.  F.  HAM. 

Subscribed  and  sworn  to  before  me  this  20th  day  of  De¬ 
cember,  1929. 

[notarial  seal.]  CHAS  J.  BIGHAM, 

,  Notary  Public ,  I).  C. 

114  Filed  March  20,  1930. 

In  the  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  50618. 

The  Capital  Traction  Company,  a  Bodv  Corporate, 

Plaintiff, 

vs. 

Public  Utilities  Commission  of  the  District  of  Colum- 
bia,  an  Alleged  Body  Corporate,  and  Mason  M.  Patrick, 
Harleigh  H.  Hartman  and  William  B.  Ladue,  Members 
of  the  said  Public  Utilities  Commission  of  the  District  of 
Columbia,  Defendants. 


Order. 

Upon  consideration  of  the  motion  of  Richmond  B.  Keech, 
People’s  Counsel,  Public  Utilities  Commission  of  the  Dis¬ 
trict  of  Columbia^  made  in  open  court  this  20th  day  of 
March,  1930,  it  is,  this  20th  day  of  March,  1930 ; 

Ordered:  That  the  said  Richmond  B.  Keech,  People’s 
Counsel,  Public  Utilities  Commission,  be  and  he  is  hereby 
granted  leave  to  enter  his  appearance  in  the  above  entitled 
cause  for  and  on  behalf  of  the  people  of  the  District  of 
Columbia,  as  provided  in  section  3  of  the  Act  of  Congress 
approved  December  15,  1926,  (Public  No.  529,  69th  Con- 
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gress),  amending  the  Act  of  March  4,  1913,  (Public  Xo.  435, 
62nd  Congress),  with  leave  to  file  such  intervening  peti¬ 
tion,  motion  or  pleading  as  he  may  be  advised,  or  to  present 
by  oral  argument  or  otherwise  the  interests  of  the  people 
of  the  District  of  Columbia  as  they  shall  to  him  appear  to 
be.  I 

ALFRED  A.  WHEAT, 

Justice. 

115  Filed  March  25,  1930.  i 

i 

i 

In  the  Supreme  Court  of  the  District  of  Columbia,;  Holding 

an  Equity  Court. 

j 

Equity.  Xo.  50,618.  j 

i 

The  Capital  Traction  Company,  36th  &  M  Street!*  X.  W., 

Plaintiff, 


Public  Utilities  Commission  of  the  District  of  Columbia 

et  al.,  Defendants.  j 

i 

Order . 

Upon  consideration  of  the  Motion  of  the  defendants  to 
dismiss  the  bill  of  plaintiff  filed  herein,  it  is  this  215th  day 
of  March  1930, 

Ordered  that  said  Motion  be,  and  the  same  is  herbbv,  de¬ 
nied;  and  the  defendants  and  Peoples  Counsel  are;  hereby 
ordered  to  file  their  answers  to  the  bill  on  or  before!  the  1st 
day  of  May,  1930,  and  it  is  further  ordered  that  this  cause 
be  set  for  hearing  on  the  12th  day  of  May,  1930. 

By  the  Court. 

ALFRED  A.  WHEATj, 

Justice . 

j 

To  the  above  order  the  defendants  and  People’s  Counsel 
in  open  Court  note  an  exception. 

Exception  granted. 

By  the  Court. 

ALFRED  A.  WHEATj 

Justice . 

j 
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116  Filed  May  5,  1930. 

In  the  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  50618. 

The  Capital  Traction  Company,  a  Body  Corporate,  Plain¬ 
tiff, 


vs. 

The  Public  Utilities  Commission  of  the  District  of  Co¬ 
lumbia,  an  Alleged  Body  Corporate,  and  Mason  M.  Pat¬ 
rick,  Harleigh  H.  Hartman,  and  William  B.  Ladue,  Mem¬ 
bers  of  the  said  Public  Utilities  Commission,  and  Wash¬ 
ington  Railway  and  Electric  Company,  a  Corporation, 
Defendants. 

Answer  of  People's  Counsel  to  Bill  of  Complaint. 

Richmond  B.  Keech,  in  his  capacity  as  People’s  Counsel 
of  the  District  of  Columbia,  having  first  obtained  leave  of 
Court  to  intervene  in  the  above  entitled  cause,  for  and  on 
behalf  of  the  people  of  the  District  of  Columbia,  for  an¬ 
swer  to  so  much  of  said  bill  as  he  deems  material,  says: 

1.  He  admits  the  averments  of  paragraph  one  of  the  bill 
of  complaint. 

2.  He  denies  that  the  persons  constituting  the  Public 
Utilities  Commission  have  heretofore  claimed,  or  do  now 
claim,  that  as  such  Public  Utilities  Commission  they  con¬ 
stitute  or  are  a  body  corporate  or  are  capable  of  suing  or 
of  being  sued  in  any  corporate  name  or  have  a  corporate 
seal,  and  denies  that  said  Commission  is  in  fact  or  in  law, 
a  corporation,  but  admits  that  the  defendant  Commission 
has  a  seal.  He  admits  the  remaining  averments  of  para¬ 
graph  two  of  the  bill  of  complaint. 

3.  He  admits  the  averments  of  paragraph  three  of 
117  the  bill  of  complaint. 

4.  He  admits  the  averments  of  paragraph  four  of 
the  bill  of  complaint. 

5.  He  admits  the  averments  of  paragraph  five  of  the  bill 
of  complaint  except  the  averment  that  the  Public  Utilities 
Commission  valued  the  property  of  plaintiff  within  the 
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District  of  Columbia,  which  allegation  he  denies  and  he 
avers  that  the  defendant  Commission,  by  said  order  No. 
338,  dated  September  4,  1919,  did  determine  the  fair  value 
of  the  property  of  the  plaintiff  used  and  useful  in  render¬ 
ing*  service  within  the  District  of  Columbia,  which  said  val¬ 
uation  was  as  of  June  30,  1919. 

6.  He  admits  the  averments  of  paragraph  six  of  the  bill 


of  complaint. 

7.  He  admits  that  certain  of  the  lines  of  street  railroad 


operated  by  the  plaintiff  company  are  in  competition  with 


certain  of  the  lines  of  street  railroad  operated  by  jthe  de¬ 


fendant  Washington  Railway  and  Electric  Company,  but 
he  avers  that  the  plaintiff  operates  lines  of  street  rhilroad 
and  busses  in  the  District  of  Columbia  which  are  j  not  in 


competition  in  whole  or  in  part  with  lines  of  street  rail¬ 
road  and  busses  operated  by  the  defendant  Washington 
Railway  and  Electric  Company,  and  the  defendant : Wash¬ 
ington  Railway  and  Electric  Company  operates  lines  of 
street  railroad  and  busses  in  the  District  of  Columbia  which 


are  not  in  competition  in  whole  or  in  part  with  any  lines 
of  street  railroad  or  busses  operated  by  the  plaintiff  com¬ 
pany.  He  further  avers  that  certain  of  the  lines  of  street 
railroad  and  busses  operated  by  the  plaintiff  company  are 
not  in  competition  in  whole  or  in  part  with  lines  of  street 
railroad  and  of  busses  operated  by  other  parties  j  to  the 
proceeding  before  the  Commission.  He  denies  thatj  at  the 
present  time  it  is  necessary  either  in  the  public  ihterest 
or  for  the  protection  of  the  plaintiff  company!  or  the 
118  defendant  Washington  Railway  and  Electric  Com¬ 
pany  as  public  servants,  that  street  railway  fares 
charged  throughout  the  District  should  be  uniform.  He 
admits  the  remaining  averments  of  paragraph  seven  of  the 
bill  of  complaint. 

8.  He  is  without  knowledge,  and  is  informed  and  believes 
and  therefore  avers  that  the  Commission  is  also  without 
knowledge,  as  to  whether  the  plaintiff  company  found  it 
impossible  to  earn  a  reasonable  or  adequate  return  through 
the  rates  imposed  by  order  No.  462  of  the  said  Public  Utili¬ 
ties  Commission  upon  said  1925  value  of  $25,756,8^0.  He 
admits  the  remaining  averments  of  the  first  paragraph  of 
paragraph  numbered  eight  of  the  bill  of  complaint.  He 
avers  that  said  order  No.  729  was  issued  for  the  reason 


i 
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that  the  Public  Utilities  Commission  had  approved  and 
recommended  to  Congress  a  unification  agreement  to  which 
both  the  plaintiff  company  and  the  defendant  Washington 
Railway  and  Electric  Company  were  parties. 

He  is  without  knowledge,  and  is  informed  and  believes 
and  therefore  avers  that  the  Commission  is  also  wfithout 
knowledge,  as  to  whether  the  plaintiff  company  finds  it  im¬ 
possible  to  earn  a  reasonable  return  upon  its  fair  value 
through  the  existing  rates;  he  avers  that  the  evidence  be¬ 
fore  the  Commission  does  not  show  what  the  fair  value  of 
the  plaintiff  company’s  properties  is,  what  amount  it  is 
possible  for  plaintiff  company  to  earn  through  existing 
rates,  what  return  is  reasonable  under  the  circumstances, 
or  what  return  is  actually  earned.  He  is  without  knowl¬ 
edge,  and  is  informed  and  believes  and  therefore  avers  that 
the  Commission  is  also  without  knowledge,  as  to  whether 
the  defendant,  the  Washington  Railway  and  Electric  Com¬ 
pany,  is  earning  through  the  existing  rates  of  fare  a  rea¬ 
sonable  return  upon  the  present  fair  value  of  its  property. 
He  denies  that  the  defendant  Washington  Railway  and 
Electric  Company,  by  its  answer,  filed  to  said  ap- 
119  plication  of  plaintiff  company,  which  was  filed  on 
June  13,  1929,  with  said  Public  Utilities  Commission, 
asked  for  the  same  relief  sought  by  the  Capital  Traction. 
Company,  and  he  avers  that  the  rates  sought  by  the  two 
companies  differed  as  to  charges  to  passengers  securing 
intra-company  transfers  between  busses  or  street  cars  and 
busses.  He  denies  that  the  Washington  Railway  and  Elec¬ 
tric  Company  is  a  necessary  party  to  these  proceedings, 
and  that  the  defendant,  Washington  Railway  and  Electric 
Company  and  plaintiff  company  are  entitled  to  uniform  re¬ 
lief.  He  avers  that  in  addition  to  the  testimony  and  ex¬ 
hibits  referred  to  in  the  bill  the  Commission  took  .judicial 
notice  of  the  annual  reports  of  the  plaintiff  company  for 
the  years  1925  to  1928  both  inclusive,  and  of  the  Washing¬ 
ton  Railway  and  Electric  Company  for  the  years  1919  to 
1928  both  inclusive,  also  of  the  monthly  and  annual  reports 
of  the  Washington  Interurban  Railroad  Company;  of  the 
monthly  reports  of  the  Washington  Coach  Company,  and 
other  subsidiaries  of  the  Washington  Railway  and  Electric 
Company ;  and  of  divers  charters,  contracts  and  other  doc¬ 
umentary  proof.  He  admits  the  remaining  averments  of 
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the  second  paragraph  of  paragraph  numbered  eight  of  the 
bill  of  complaint. 

9.  He  denies  that  such  evidence  showed  without  contra¬ 
diction  or  rebuttal  the  facts  alleged  in  the  lettered;  sub-par¬ 
agraphs  of  paragraph  nine,  with  the  exception  of  [the  facts 
alleged  in  the  sub-paragraphs  1,  m  and  c. 

9 -a.  He  is  without  knowledge,  and  is  informed  and  be¬ 
lieves  and  therefore  avers  that  the  Commission  is  also 
without  knowledge,  respecting  the  present  value  of  plain¬ 
tiff’s  property  or  the  value  thereof  as  of  December  131, 1928, 
or  as  of  any  date  subsequent  to  January  1,  1925,  apd  avers 
that  plaintiff  has  produced  no  evidence  before  the  Commis¬ 
sion  upon  which  the  Commission  could  base  a  finding  as  to 
the  present  value  of  plaintiff’s  property*  or  the 
120  value  thereof  as  of  any  date  subsequent  to  January 
1,  1925.  He  admits  that  the  Commission  during  said 
hearing,  questioned  many  items  which  plaintiff  Company 
had  charged  to  capital  account  and  he  denies  that  the  total 
amount  of  said  items  is  either  small  or  relatively  small. 
He  avers  that  the  annual  reports  and  other  accounting 
documents  of  which  the  Commission  took  judicial  notice 
raise  questions  as  to  the  propriety  of  the  allocation  as  be¬ 
tween  capital  and  operating  expense  accounts  of  many 
entries  not  specifically  referred  to  in  the  testimony.  He 
further  avers  that  the  present  value  cannot  be  determined 
as  of  a  date  long  since  past;  that  since  January 1,  1925, 
costs  of  construction,  cost  of  obtaining  money,  duration  of 
construction  and  interest  during  construction,  the!  amount 
of  overhead  charges  and  numerous  other  valuation  factors 
have  decreased,  whereas  the  efficiency  of  construction 
methods  and  of  labor  have  increased.  He  further  avers 
that  the  amount  of  accrued  depreciation  can  only  be  ascer¬ 
tained  by  inspection  of  the  properties ;  that  the  record  dis¬ 
closes  and  lie  avers  the  fact  to  be  that  plaintiff’s  proper¬ 
ties  are  in  a  depreciated  condition ;  that  the  amount  of  said 
depreciation  is  unknown.  He  further  avers  that  I  the  evi¬ 
dence  discloses  amounts  of  overheads  not  retired  from  fair 
value  in  connection  with  abandonments  and  replacements ; 
that  the  amount  of  cash  working  capital  set  up  in  plain¬ 
tiff’s  accounts  is  excessive.  He  further  avers  that  [the  gen¬ 
eral  trend  in  the  cost  or  value  of  materials  and  labor  em- 
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braced  in  tlie  physical  properties  of  plaintiffs  has  been, 
since  the  year  1925,  and  now  is,  downward. 

b.  He  is  without  knowledge,  and  is  informed  and  believes 
and  therefore  avers  that  the  Commission  is  also  without 
knowledge,  respecting  the  averments  of  sub-paragraph  b 
of  paragraph  numbered  nine  of  the  bill  of  complaint  be¬ 
cause  the  evidence  does  not  enable  the  Commission  to  make 
a  proper  separation  between  money  expended  for  capital 
purposes  and  for  operating  expenses. 

c.  He  is  without  knowledge,  and  is  informed  and 
121  believes  and  therefore  avers  that  the  Commission  is 
also  without  knowledge,  respecting  the  averments 
of  sub-paragraph  c  of  paragraph  numbered  nine  of  the  bill 
of  complaint. 

d.  He  is  without  knowledge,  and  is  informed  and  be¬ 
lieves  and  therefore  avers  that  the  Commission  is  also 
without  knowledge,  respecting  the  averments  of  sub-para¬ 
graph  d  of  paragraph  numbered  nine  of  the  bill  of  com¬ 
plaint. 

e.  He  is  without  knowledge,  and  is  informed  and  be¬ 
lieves  and  therefore  avers  that  the  Commission  is  also 
without  knowledge,  respecting  the  averments  of  sub-para¬ 
graph  e  of  paragraph  numbered  nine  of  the  bill  of  com¬ 
plaint. 

/.  He  is  without  knowledge,  and  is  informed  and  be¬ 
lieves  and  therefore  avers  that  the  Commission  is  also 
without  knowledge,  respecting  the  averments  of  sub-para¬ 
graph  /  of  paragraph  numbered  nine  of  the  bill  of  com¬ 
plaint. 

g.  He  is  without  knowledge,  and  is  informed  and  believes 
and  therefore  avers  that  the  Commission  is  also  without 
knowledge,  respecting  the  averment  of  sub-paragraph  g 
of  paragraph  numbered  nine  of  the  bill  of  complaint. 

h.  He  is  without  knowledge,  and  is  informed  and  believes 
and  therefore  avers  that,  the  Commission  is  also  without 
knowledge,  respecting  the  averments  of  sub-paragraph  h 
of  paragraph  numbered  nine  of  the  bill  of  complaint  and 
avers  that  plaintiff  company  has  offered  before  the  Com¬ 
mission  no  evidence  upon  which  said  Commission  could 
base  a  finding  as  to  the  estimated  income  to  be  earned  by 
plaintiff  company  upon  the  proposed  rate  of  fare  of  ten 
cents  cash  with  four  tokens  for  thirty  cents.  He  avers  that 
the  evidence  as  to  the  ratio  of  token  to  cash  fare  riders 
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and  as  to  decreases  in  the  total  number  of  passengers  un¬ 
der  suggested  rates  is  so  conflicting  and  conjectural  that 
the  averments  of  the  bill  cannot  be  determined. 

122  i.  He  is  without  knowledge,  and  is  informed  and 
believes  and  therefore  avers  that  the  Comniission  is 

also  without  knowledge,  as  to  the  present  minimum;  value  of 
the  properties  of  the  defendant  Washington  Railway  and 
Electric  Company  and  avers  that  no  evidence  was  ottered  be¬ 
fore  the  Commission  by  said  Washington  Railway  and 
Electric  Company  upon  which  the  said  Commission  could 
base  a  finding  as  to  the  minimum  present  value  of  I  said  de¬ 
fendant’s  properties,  or  as  to  the  value  thereof  at  any 
time  since  September  4,  1919. 

j.  He  is  without  knowledge,  and  is  informed  andj  believes 
and  therefore  avers  that  the  Commission  is  also  j  without 
knowledge,  respecting  the  averments  of  said  sub-paragraph 
j  of  paragraph  nine  of  the  bill  of  complaint.  I 

k.  He  is  without  knowledge,  and  is  informed  and  believes 

and  therefore  avers  that  the  Commission  is  also  j  without 
knowledge,  respecting  the  averments  of  said  sub-para¬ 
graph  k  of  paragraph  numbered  nine  of  the  bill  jof  com¬ 
plaint,  and  avers  that  the  defendant  Washington  Railway 
and  Electric  Company  has  offered  before  the  Commission 
no  evidence  from  which  it  is  possible  to  determine  the  in¬ 
come  to  be  earned  by  the  Washington  Railway  and  Electric 
Company  under  the  proposed  rate  of  fare  of  ten  cents 
cash  with  four  tokens  for  thirty  cents.  j 

l.  He  admits  that  both  the  plaintiff  company  and  the  de¬ 
fendant  Washington  Railway  and  Electric  Company  are 
being  operated  as  economically  as  can  be  reasonably  ef¬ 
fected  under  the  conditions  of  operation  now  existing,  but 
denies  that  said  companies  are  being  operated  as  economi¬ 
cally  as  can  be  reasonably  effected  under  conditions  im¬ 
posed  by  existing  law,  and  avers,  on  the  contrary,  that  by 
Act  of  Congress  approved  March  4,  1925,  (43  Stats.  1265) 
the  street  railway  companies  operating  in  the  District  of 

Columbia  were  authorized  and  empowered  tb  merge 

123  or  consolidate,  with  the  proviso  that  no  merger  shall 
be  finally  consummated  until  the  same  is  approved 

by  a  joint  resolution  of  Congress. 

m.  He  admits  the  averments  of  sub-paragraph  m  |of  par¬ 
agraph  numbered  nine  of  the  bill  of  complaint  but  further 
avers  that  while  the  Public  Utilities  Commission  as  then 


i 
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constituted  approved  the  terms  of  said  unification  agree¬ 
ment  the  present  Commission  subsequently  disapproved 
the  same,  and  on  the  seventh  day  of  December,  1929,  sub¬ 
mitted  to  Congress  for  its  approval  a  new  unification  agree¬ 
ment,  serving  copies  of  said  proposed  unification  agree¬ 
ment,  on  the  plaintiff  company  and  defendant  Washington 
Railway  and  Electric  Company. 

n.  He  denies  the  averments  of  sub-paragraph  n  of  para¬ 
graph  numbered  nine  of  the  bill  of  complaint. 

o.  He  admits  the  averment  of  sub-paragraph  o  of  para¬ 
graph  numbered  nine  of  the  bill  of  complaint. 

p.  He  denies  that  the  rate  of  fare  applied  for  is  not  more 
than  the  service  is  worth.  The  remaining  averments  of 
sub-paragraph  p  of  paragraph  numbered  nine  he  is  ad¬ 
vised  are  immaterial  and  need  not  be  answered. 

10.  He  admits  the  averments  of  paragraph  ten  of  the  bill 

of  complaint  with  the  exception  of  the  averment  that  said 

order  No.  807  is  contrarv  to  law  or  to  the  uncontradicted 

•> 

evidence  submitted  in  said  cause,  which  allegation  he  de¬ 
nies. 

Further  answering  said  paragraph  ten,  he  avers  that 
said  order  No.  807  held  said  cause  open  and  authorized 
and  permitted  the  parties  to  said  cause  to  submit  further 
evidence  as  to  the  present  value  of  their  properties  or  to 
suggest  for  the  action  of  the  Commission  other  wavs  in 
which  the  relief  sought  may  be  obtained. 

11.  He  denies  the  averments  of  paragraph  eleven  of  the 
bill  of  complaint. 

12.  He  denies  the  averments  of  paragraph  twelve 
124  of  the  bill  of  complaint  and  each  and  every  sub- 
paragraph  thereof. 

13.  He  is  advised  that  the  averments  of  paragraph  thir¬ 
teen  of  the  bill  of  complaint  are  conclusions  of  law  which 
he  is  not  required  to  answer. 

14.  He  denies  that  the  rates  of  fare  fixed  by  the  order 
of  the  Public  Utilities  Commission  No.  462,  dated  Febru¬ 
ary  27, 1922,  are  unreasonable,  inadequate,  unlawful  or  con¬ 
fiscatory  of  plaintiff’s  property.  The  remaining  aver¬ 
ments  of  paragraph  fourteen  of  the  bill  of  complaint  are 
conclusions  of  law  which  he  is  advised  he  needs  not  an¬ 
swer. 

He  further  avers  that  the  accounts  of  said  plaintiff  are 
erroneously  set  up  and  that  the  rate  base  of  said  plaintiff 
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is  affected  thereby;  that  the  accounting  method;  of  this 
plaintiff  is  at  variance  with  that  of  the  Washington  Rail¬ 
way  and  Electric  Company. 

He  further  avers  that  the  plaintiff  has  not  presented  any 
proof  of  the  present  value  of  its  properties  used  and  use¬ 
ful  in  rendering  street  railroad  service  in  the  District  of 
Columbia;  that  there  has  been  no  inventory  or  appraisal 
of  such  properties  since  1914;  that  there  is  no  Evidence 
which  permits  a  determination  of  property  in  pjace  but 
not  in  service  and  not  retired  from  the  company’s  ac¬ 
counts;  that  there  is  no  segregation  of  bus  property  from 


street  railway  property;  that  there  is  no  allocation  of  the 
value  of  property  jointly  used  by  plaintiff  and  other  pub¬ 
lic  utilities;  that  no  part  of  the  property  in  the 'District 
of  Columbia  lias  been  allocated  to  Maryland  use  and  that 
the  purported  allocation  of  Maryland  property  to|District 
use  is  on  an  erroneous  basis,  and  as  made  is  predicated  on 
conditions  which  ceased  to  exist  prior  to  the  hearing  in 
tliis  proceeding. 

He  further  avers  that  there  is  included  in  the  figure  sug¬ 
gested  by  t lie  plaintiff  as  substitute  for  present  i  value  a 
large  amount  of  property  which  is  not  now  used!  for  the 
purposes  for  which  it  was  used  when  the  amount  in- 
127)  eluded  in  such  figure  for  said  property  was  deter¬ 
mined  and  that  the  uses  to  which  such  property  is 
now  devoted  and  changes  in  conditions  have  made  such 
property  worth  less  than  the  figure  at  which  the  plaintiff 
has  included  it. 

This  intervener  avers  that  during  the  hearing  before  the 
Public  Utilities  Commission  of  the  District  of  Columbia 

j 

motion  was  dulv  made  that  said  Commission  revalue  the 
property  of  the  plaintiff  and  the  Washington  Railway  and 
Electric  Company,  which  motion  was  not  acted  upon  by  the 
Commission ;  that  said  Commission  by  order  Xo.  8d7  stated 
that  it  was  “unnecessary  at  this  time  to  rule  upon  j  the  sev¬ 
eral  motions  made  at  the  hearing”,  including  the  qne  here¬ 
inbefore  referred  to,  for  the  reason  that  said  “proceeding 
has  been  left  open  for  the  taking  of  further  testimony”; 
that  it  is  apparent  from  the  record  and  from  the!  further 
facts  alleged  in  this  answer  that  it  is  impossible  to  deter¬ 
mine  the  present  fair  value  of  plaintiff’s  property  used 
and  useful  for  street  railway  purposes  in  the  District  of 
Columbia. 
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And  now  having  fully  answered  the  said  bill  of  complaint 
herein  exhibited,  the  People's  Counsel  prays: 


1.  That  said  bill  be  dismissed,  or 

2.  That  this  Honorable  Court  grant  the  beforementioned 
motion  for  revaluation,  and  revalue  the  property  of  the 
plaintiff  used  and  useful  for  street  railway  purposes  in  the 
District  of  Columbia,  or  remand  the  said  cause  to  the  Pub¬ 
lic  Utilities  Commission  with  directions  to  revalue  the  said 
propertv  of  the  plaintiff. 

RICHMOND  B.  KEECH, 


People’s  Counsel. 

District  of  Columbia,  ss: 

I,  Richmond  B.  Keech,  as  People's  Counsel  of  the  Dis¬ 
trict  of  Columbia,  being  duly  sworn,  depose  and  say  that 
I  have  read  the  answer  by  me  subscribed  and  know 
126  the  contents  thereof,  that  the  matters  and  things 
therein  set  forth  upon  my  personal  knowledge  are 
true,  and  those  stated  upon  information  and  belief  I  believe 
to  be  true. 


RICHMOND  B.  KEECH, 

People’s  Counsel. 


Subscribed  and  sworn  to  before  me  this  5th  dav  of  Mav, 

*  *  7 

1930. 


[seal.] 


ADAM  A.  GIEBEL, 
Notary  Public,  I).  C. 


127  Filed  May  5,  1930. 

In  the  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  50618. 

The  Capital  Traction  Company,  a  Bodv  Corporate,  Plain¬ 
tiff, 

vs. 

The  Public  Utilities  Commission  of  the  District  of  Co¬ 
lumbia,  an  Alleged  Body  Corporate,  and  Mason  M.  Pat¬ 
rick,  Harleigh  H.  Hartman,  and  William  B.  Ladue, 
Members  of  the  said  Public  Utilities  Commission,  and 
Washington  Railway  and  Electric  Company,  a  Corpora¬ 
tion,  Defendants. 

Answer  to  Bill  of  Complaint. 

Now  come  the  defendants,  the  Public  Utilities  Commis¬ 
sion  of  the  District  of  Columbia  and  Mason  M.  Patrick, 


THE  CAPITAL  TRACTION  COMPANY  ET  AL 


119 


Harleigh  H.  Hartman  and  William  B.  Ladue,  merkibers  of 
the  said  Public  Utilities  Commission,  and  for  aiswer  to 
the  bill  of  complaint  filed  herein  sav: 

1.  They  admit  the  averments  of  paragraph  one  of  the 
bill  of  complaint. 

2.  These  defendants  deny  that  the  persons  constituting 
the  Public  Utilities  Commission  have  heretofore  jclaimed, 
or  do  now  claim,  that  as  such  Public  Utilities  Commission 
they  constitute  or  are  a  body  corporate  or  are  capable  of 
suing  or  of  being  sued  in  any  corporate  name  or  have  a 
corporate  seal,  and  deny  that  said  Commission  is  in  fact 
or  in  law,  a  corporation,  but  admit  they,  as  such  Commis¬ 
sion  have  a  seal.  These  defendants  admit  the  remaining 

averments  of  paragraph  two  of  the  bill  of  complaint. 
1*28  3.  These  defendants  admit  the  averments  jof  para¬ 
graph  three  of  the  bill  of  complaint.  j 

4.  These  defendants  admit  the  averments  of  paragraph 
four  of  the  bill  of  complaint. 

5.  These  defendants  admit  the  averments  of  paragraph 

live  of  the  bill  of  complaint  except  the  averment  'that  the 
Public  Utilities  Commission  valued  the  property  of  plain¬ 
tiff  within  the  District  of  Columbia,  which  allegation  they 
deny  and  they  aver  they,  by  said  order  X o.  338,  dajted  Sep¬ 
tember  4,  1919,  did  determine  the  fair  value  of  the  prop¬ 
erty  of  the  plaintiff  used  and  useful  in  rendering  service 
within  the  District  of  Columbia,  which  said  valuation  was 
as  of  June  30,  1919.  j 

(>.  These  defendants  admit  the  averments  of  paragraph 
six  of  the  bill  of  complaint. 

7.  These  defendants  admit  that  certain  of  the  j  lines  of 
street  railroad  operated  by  the  plaintiff  company  are  in 
competition  with  certain  of  the  lines  of  street  railroad  op¬ 
erated  bv  the  defendant  Washington  Railway  and! Electric 
Company,  but  these  defendants  aver  that  the  plaintiff  op¬ 
erates  lines  of  street  railroad  and  busses  in  the!  District 
of  Columbia  which  are  not  in  competition  in  whole  or  in 
part  with  lines  of  street  railroad  and  busses  operated  by 
the  defendant  Washington  Railway  and  Electric  Company, 
and  the  defendant  Washington  Railway  and  Electric  Com¬ 
pany  operates  lines  of  street  railroad  and  busses  in  the 
District  of  Columbia  which  are  not  in  competition  jin  whole 
or  in  part  with  any  lines  of  street  railroad  or  busses  op¬ 
erated  by  the  plaintiff  company.  These  defendants  fur¬ 
ther  aver  that  certain  of  the  lines  of  street  railfoad  and 
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busses  operated  by  tlie  plaintiff  company  are  not  in  com¬ 
petition  in  whole  or  in  part  with  lines  of  street  railroad 
and  of  busses  operated  by  other  parties  to  the  proceeding 
before  the  Commission.  These  defendants  deny  that  at 
the  present  time  it  is  necessary  either  in  the  public  interest 
or  for  the  protection  of  the  plaintiff  company  or  the 
129  defendant  Washington  Railway  and  Electric  Com¬ 
pany  as  public  servants,  that  street  railway  fares 
charged  throughout  the  District  should  be  uniform.  These 
defendants  admit  the  remaining  averments  of  paragraph 
seven  of  the  bill  of  complaint. 

8.  These  defendants  are  without  knowledge  as  to  whether 
the  plaintiff  company  found  it  impossible  to  earn  a  reason¬ 
able  or  adequate  return  through  the  rates  imposed  by  order 


Xo.  462  of  the 


said  Public  Utilities  Commission  upon  said 


1925  value  of  $25,756,880.  These  defendants  admit  the  re¬ 


maining  averments  of  the  first  paragraph  of  paragraph 


numbered  eight  of  the  bill  of  complaint.  These  defendants 


aver  that  said  order  Xo.  729  was  issued  for  the  reason  that 


the  Public  Utilities |  Commission  had  approved  and  recom¬ 
mended  to  Congress  a  unification  agreement  to  which  both 
the  plaintiff  company  and  the  defendant  Washington  Rail¬ 
way  and  Electric  Company  were  parties. 

These  defendants  are  without  knowledge  as  to  whether 
the  plaintiff  company  finds  it  impossible  to  earn  a  reason¬ 
able  return  upon  its  fair  value  through  the  existing  rates; 

thev  aver  that  the  evidence  before  them  does  not  show 
* 

what  the  fair  value;  of  the  plaintiff  company’s  properties 
is,  what  amount  it  is  possible  for  plaintiff  company  to  earn 
through  existing  rates,  what  return  is  reasonable  under  the 
circumstances,  or  what  return  is  actually  earned.  These 
defendants  are  also  without  knowledge  as  to  whether  the 
defendants,  the  Washington  Railway  and  Electric  Com¬ 
pany,  is  earning  through  the  existing  rates  of  fare  a  rea¬ 
sonable  return  upon  the  present  fair  value  of  its  property. 
These  defendants  denv  that  the  defendant  Washington 
Railway  and  Electric  Company,  by  its  answer,  filed  to  said 
application  of  plaintiff  company,  which  was  filed  on  June 
13,  1929,  with  the  said  Public  Utilities  Commission,  asked 
for  the  same  relief  sought  by  the  Capital  Traction 
130  Company,  and  these  defendants  aver  that  the  rates 
sought  by  the  two  companies  differed  as  to  charges 
to  passengers  securing  intra-company  transfers  between 
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busses  or  street  cars  and  busses.  These  defendants  denv 
that  1  lie  'Washington  Railway  and  Electric  Company  is  a 
necessary  party  to  these  proceedings,  and  that  the  defend¬ 
ant,  Washington  Railway  and  Electric  Company  and  plain¬ 
tiff  company  are  entitled  to  uniform  relief.  Tliesje  defend¬ 
ants  aver  that  in  addition  to  the  testimony  and  exhibits 
referred  to  in  the  bill  the  Commission  took  judicial  notice 
of  the  annual  reports  of  the  plaintiff  company  for  Itlie  years 
1925  to  1928  both  inclusive,  and  of  the  Washington  Rail¬ 
way  and  Electric  Company  for  the  years  1919  to  )928  both 
inclusive,  also  of  the  monthly  and  annual  reports  of  the 
Washington  Interurban  Railroad  Company;  of  the  monthly 
reports  of  the  Washington  Coach  Company,  ajnd  other 
subsidiaries  of  the  Washington  Railwav  and  Electric  Com- 
pany;  and  of  divers  charters,  contracts  and  other  docu¬ 
mentary  proof.  These  defendants  admit  the  remaining 
averments  of  the  second  paragraph  of  paragraph  Numbered 
eight  of  the  bill  of  complaint.  ! 

9.  These  defendants  denv  that  such  evidence  showed 
without  contradiction  or  rebuttal  the  facts  alleged  in  the 
lettered  sub-paragraphs  of  paragraph  nine,  with  the  excep¬ 
tion  of  the  facts  alleged  in  the  sub-paragraphs  /,  \w  and  o. 

9-a.  These  defendants  are  without  knowledge  respecting 
the  present  value  of  plaintiff's  property  or  the  value 
thereof  as  of  December  31,  1928,  or  as  of  any  date  subse¬ 
quent  to  January  1,  1925,  and  aver  that  plaintiff  jhas  pro¬ 
duced  no  evidence  before  them  upon  which  they  could  base 
a  finding  as  to  the  present  value  of  plaintiff’s  property, 
or  the  value  thereof  as  of  any  date  subsequent  to  j January 
1,  1925.  These  defendants  admit  that  they,  during  said 
hearing,  questioned  many  items  which  plaintiff  company 
had  charged  to  capital  account  and  they  deny  that  the  total 
amount  of  said  items  is  either  small  or  relativelv  small. 

i  %• 

They  aver  that  the  annual  reports  and  other  laccount- 
131  ing  documents  of  which  the  Commission  took  judi¬ 
cial  notice  raise  questions  as  to  the  propriety  of  the 
allocation  as  between  capital  and  operating  expanse  ac¬ 
counts  of  many  entries  not  specifically  referred  to  in  the 
testimony.  These  defendants  further  aver  that  the  pres¬ 
ent  value  cannot  be  determined  by  the  addition  of  net  addi¬ 
tions  and  betterments  to  a  value  determined  as  of  a  date 
long  since  past;  that  since  January  1,  1925,  costs!  of  con¬ 
struction,  cost  of  obtaining  money,  duration  of  construe- 
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lion  and  interest  during  construction,  the  amount  of  over¬ 
head  charges  and  numerous  other  valuation  factors  have 
decreased,  whereas  the  efficiency  of  construction  methods 
and  of  labor  have  increased.  These  defendants  further 
aver  that  the  amount  of  accrued  depreciation  can  only  be 
ascertained  by  inspection  of  the  properties;  That  the 
record  discloses  and  they  aver  the  fact  to  be  that  plaintiff’s 
properties  are  in  a  depreciated  condition;  that  the  amount 
of  said  depreciation  is  unknown.  These  defendants  fur¬ 
ther  aver  that  the  evidence  discloses  amounts  of  overheads 
not  retired  from  fair  value  in  connection  with  abandon¬ 
ments  and  replacements;  that  the  amount  of  cash  working- 
capital  set  up  in  plaintiff’s  accounts  is  excessive.  These 
defendants  further  aver  that  the  general  trend  in  the  cost 
or  value  of  materials  and  labor  embraced  in  the  physical 
properties  of  plaintiffs  has  been,  since  the  year  1925,  and 
now  is,  downward. 

b.  These  defendants  are  without  knowledge  respecting 
the  averments  of  sub-paragraph  b  of  paragraph  numbered 
nine  of  the  bill  of  complaint  because  the  evidence  does  not 
enable  the  Commission  to  make  a  proper  separation  be¬ 
tween  money  expended  for  capital  purposes  and  for  operat¬ 


ing  expenses. 

c.  These  defendants  are  without  knowledge  respecting 
the  averments  of  sub-paragraph  c  of  paragraph  numbered 
nine  of  the  bill  of  complaint. 

d.  These  defendants  are  without  knowledge  respecting 
the  averments  of  sub-paragraph  d  of  paragraph  numbered 

nine  of  the  bill  of  complaint. 

132  e.  These  defendants  are  without  knowledge  re¬ 
specting  the  averments  of  sub-paragraph  e  of  para¬ 
graph  numbered  nine  of  the  bill  of  complaint. 

/.  These  defendants  are  without  knowledge  respecting 
the  averments  of  sub-paragraph  /  of  paragraph  numbered 
nine  of  the  bill  of  complaint. 

g.  These  defendants  are  without  knowledge  respecting 
the  averments  of  sub-paragraph  g  of  paragraph  numbered 
nine  of  the  bill  of  complaint. 

h.  These  defendants  are  without  knowledge  respecting 
the  averments  of  sub-paragraph  h  of  paragraph  numbered 
nine  of  the  bill  of  complaint  and  aver  that  plaintiff  com¬ 
pany  has  offered  before  them  no  evidence  upon  which  they 
could  base  a  finding  as  to  the  estimated  income  to  be  earned 
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by  plaintiff  company  upon  the  proposed  rate  of  fare  of 
ten  cents  cash  with  four  tokens  for  thirty  cents.  They 
aver  that  the  evidence  as  to  the  ratio  of  token  to  cash  fare 
riders  and  as  to  decreases  in  the  total  number  of  passengers 
under  suggested  rates  is  so  conflicting  and  conjectural  that 
the  averments  of  the  bill  cannot  be  determined,  j 

i.  These  defendants  are  without  knowledge  as  to  the 
present  minimum  value  of  the  properties  of  the  defendant 
Washington  Railway  and  Electric  Company  and  aver  that 
no  evidence  was  offered  before  them  by  said  Washington 
Railway  and  Electric  Company  upon  which  they  could  base 
a  finding  as  to  the  present  minimum  value  of  saifl.  defend¬ 
ant's  properties,  or  as  to  the  value  thereof  at  any  time 
since  September  4,  1919. 

j .  These  defendants  are  without  knowledge  respecting 

the  averments  of  said  sub-paragraph  j  of  paragraph  nine 
of  the  bill  of  complaint.  ! 

k.  The  defendants  are  without  knowledge  respecting  the 

averments  of  said  sub-paragraph  k  of  paragraph 
133  number  nine  of  the  bill  of  complaint,  and  aver  that 
the  defendant  Washington  Railwav  and  I  Electric 
Company  has  offered  before  them  no  evidence  from  which 
it  is  possible  to  determine  the  income  to  be  earned  by  the 
Washington  Railway  and  Electric  Company  undeit  the  pro¬ 
posed  rate  of  fare  of  ten  cents  cash  with  four  tokens  for 

thirty  cents. 

%> 

l.  These  defendants  admit  that  both  the  plaihtiff  com¬ 
pany  and  the  defendant  Washington  Railway  and  Electric 
Company  are  being  operated  as  economically  as  c<yi  be  rea¬ 
sonably  effected  under  the  conditions  of  operation  now 
existing,  but  deny  that  said  companies  are  being  .operated 
as  economically  as  can  be  reasonably  effected  under  condi¬ 
tions  imposed  by  existing  law,  and  aver,  on  the  Contrary, 
that  by  the  Act  of  Congress  approved  March  4,  1925,  (43 
Stats.  1265)  the  street  railway  companies  operating  in  the 
District  of  Columbia  were  authorized  and  empowered  to 
merge  or  consolidate,  with  the  proviso  that  no  merger  shall 
be  finally  consummated  until  the  same  is  approyed  by  a 
joint  resolution  of  Congress. 

7n.  These  defendants  admit  the  averments  of  sub-para¬ 
graph  o  of  paragraph  numbered  nine  of  the  bill  of  com¬ 
plaint  but  further  aver  that  while  the  Public  Utilities  Com¬ 
mission  as  then  constituted  approved  the  terms  of  said 
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unification  agreement  these  defendants  subsequently  dis¬ 
approved  the  same,  and  on  the  seventh  day  of  December, 
1929,  submitted  to  Congress  for  its  approval  a  new  unifica¬ 
tion  agreement,  serving  copies  of  said  proposed  unifica¬ 
tion  agreement,  on  the  plaintiff  company  and  defendant 
Washington  Railway  and  Electric  Company. 

n.  These  defendants  deny  the  averments  of  sub-para¬ 
graph  n  of  paragraph  numbered  nine  of  the  bill  of  com¬ 
plaint. 

o.  These  defendants  admit  the  averment  of  sub-para¬ 
graph  o  of  paragraph  numbered  nine  of  the  bill  of  com¬ 
plaint. 

p.  These  defendants  deny  that  the  rate  of  fare  applied 
for  is  not  more  than  the  service  is  worth.  The  remaining 

averments  of  sub-paragraph  p  of  paragraph  num- 
134  bored  nine  these  defendants  are  advised  are  imma¬ 
terial  and  need  not  be  answered. 

10.  These  defendants  admit  the  averments  of  paragraph 
ten  of  the  bill  of  complaint  with  the  exception  of  the  aver¬ 
ment  that  said  Order  Xo.  807  is  contrary  to  law  or  to  the 
uncontradicted  evidence  submitted  in  said  cause,  which  al¬ 
location  these  defendants  denv. 

Further  answering  said  paragraph  ten,  these  defendants 
aver  that  said  Order  Xo.  807  held  said  cause  open  and  au¬ 
thorized  and  permitted  the  parties  to  said  cause  to  submit 
further  evidence  as  to  the  present  value  of  their  properties 
or  to  suggest  for  the  action  of  the  Commission  other  wavs 
in  which  the  relief  sought  may  be  obtained. 

11.  These  defendants  deny  the  averments  of  paragraph 
eleven  of  the  bill  of  complaint. 

12.  These  defendants  deny  the  averments  of  paragraph 
twelve  of  the  bill  of  complaint  and  each  and  every  sub- 
paragraph  thereof. 

13.  These  defendants  are  advised  that  the  averments  of 
paragraph  thirteen  of  the  bill  of  complaint  are  conclusions 
of  law  which  they  are  not  required  to  answer. 

14.  These  defendants  deny  that  the  rates  of  fare  fixed 
by  the  order  of  the  Public  Utilities  Commission  Xo.  462, 
dated  February  27,  1922,  are  unreasonable,  inadequate,  un¬ 
lawful  or  confiscatory  of  plaintiff’s  property.  The  remain¬ 
ing  averments  of  paragraph  fourteen  of  the  bill  of  com¬ 
plaint  are  conclusions  of  law  which  these  defendants  are 

advised  thev  need  not  answer. 
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These  defendants  further  aver  that  the  accounts  of  said 
plaintiff  are  erroneously  set  up  and  that  the  rate!  base  of 
said  plaintiff  is  affected  thereby;  that  the  accounting  method 
of  this  plaintiff  is  at  variance  with  that  of  the  Washing¬ 
ton  Railway  and  Electric  Company. 

These  defendants  further  aver  that  the  plaintiff |  has  not 
presented  any  proof  of  the  present  value  of  its  properties 
used  and  useful  in  rendering  street  railroad  service 
135  in  the  District  of  Columbia;  that  there  has  jbeen  no 
inventory  or  appraisal  of  such  properties  since  1914; 
that  there  is  no  evidence  which  permits  a  determination 
of  property  in  place  but  not  in  service  and  not  retired  from 
the  company’s  accounts;  that  there  is  no  segregation  of  bus 
property  from  street  railway  property;  that  there  is  no 
allocation  of  the  value  of  property  jointly  used  by  plain¬ 
tiff  and  other  public  utilities;  that  no  part  of  ttye  prop¬ 
erty  in  the  District  of  Columbia  has  been  allocated  to 
Maryland  use  and  that  the  purported  allocation  ojf  Mary¬ 
land  property  to  District  use  is  on  an  erroneous  basis, 
and  as  made  is  predicated  on  conditions  which  ceased  to 
exist  prior  to  the  hearing  in  this  proceeding. 

These  defendants  further  aver  that,  there  is  included  in 
the  figure  suggested  by  the  plaintiff  as  substitute  for  pres¬ 
ent  value  a  large  amount  of  property  which  is  hot  now 
used  for  the  purposes  for  which  it  was  used  vjlien  the 
amount  included  in  such  figure  for  said  property  jwas  de¬ 
termined  and  that  the  uses  to  which  such  property  is  now 
devoted  and  changes  in  conditions  have  made  such  prop¬ 
erty  worth  less  than  the  figure  at  which  the  plaifitiff  has 
included  it. 

Wherefore,  having  fully  answered,  these  defendants 
prav  to  be  hence  dismissed. 

THE  PUBLIC  UTILITIES  COMMISSION 
OF  THE  DISTRICT  OF  COLUMBIA, 
MASON  M.  PATRICK, 

HARLEIGH  H.  HARTMAN, 

W.  B.  LADUE, 

Members  of  the  Public  Utilities 
Commission  of  the  District  of  Columbia. 

WILLIAM  W.  BRIDE, 

General  Counsel ,  P.  U.  C.,  D.  C. 

VERNON  E.  WEST, 

Counsel ,  P.  U.  C.,  D .  C. 
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District  of  Columbia,  ss: 

M  ason  M.  Patrick,  Harleigh  H.  Hartman  and  William 
B.  Ladue,  being  first  duly  sworn,  on  oath  depose  and  say, 
that  they  are  members  of  the  Public  Utilities  Commission 
of  the  District  of  Columbia,  that  thev  have  read  the 
136  foregoing  answer  signed  and  subscribed  to  by  them 
and  know  the  contents  thereof,  and  that  the  matters 
and  things  therein  stated  thev  verilv  believe  to  be  true. 

MASON  M.  PATRICK, 
HARLEIGH  H.  HARTMAN, 
W.  B.  LADUE, 

1  Members  of  the  Public  Utilities 
Commission  of  the  District  of  Columbia. 

Subscribed  and  sworn  to  before  me  this  5th  dav  of  Mav, 

[seal.]  ADAM  A.  GIEBEL, 

Notary  Public ,  D.  C. 
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Filed  December  9,  1929. 


In  the  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  50619. 

Washington  Railway  &  Electric  Company,  a  Corporation, 

231  14th  St.  N.  W.,  Plaintiff, 

vs. 

The  Public  Utilities  Commission  of  the  District  of  Co¬ 
lumbia,  a  Corporation,  and  Mason  M.  Patrick,  Harleigh 
H.  Hartman,  and  William  B.  Ladue,  constituting  the  said 
Public  Utilities  Commission  of  the  District  of  Columbia, 
Defendants. 


Bill  of  Complaint. 

To  the  Supreme  Court  of  the  District  of  Columbia: 

The  plaintiff  respectfully  states  as  follows: 

1.  That  the  plaintiff,  Washington  Railway  &  Electric 
Company,  is  a  corporation  chartered  originally  under  an 
Act  of  Congress  approved  the  29th  day  of  July,  1892,  (27 
Stats.  326),  under  the  name  of  the  Washington  and  Great 
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Falls  Electric  Railway  Company,  which,  pursuant  to  an 
Act  of  Congress  approved  June  5,  1900  (31  Stat£.  270), 
changed  its  name  in  the  manner  therein  provided,  and  for 
the  purposes  therein  prescribed,  to  its  present  name,  the 
Washington  Railway  &  Electric  Company;  that  it  i£  a  res¬ 
ident  of  the  District  of  Columbia,  exercising  therein ‘certain 
franchises  granted  to  it  and  the  other  companies,!  which, 
after  successive  consolidations  with  each  other  werb  finally 
consolidated  with  it,  including  the  City  and  Suburban 
Railwav  of  Washington  and  The  Georgetown  aiid  Ten- 
nallytown  Railway  Company,  as  hereinafter  stated,  or 
by  stock  control  arc  a  part  of  its  system,  and  pursuant  to 
said  Act  of  June  5,  1900,  said  original  constituent 
138  companies,  and  others  mentioned,  had  all  beien  pre- 
viouslv  chartered  under  various  acts  of  Cdngress, 
or  otherwise  incorporated,  at  the  dates  and  with  the}  names 
as  shown  by  the  chart  hereto  attached,  marked  “jExhibit 
Xo.  1”,  and  asked  to  be  taken  as  a  part  of  this  bill.  The 
various  acts  of  Congress,  the  dates  of  which  are  designated 
on  said  chart,  are  all  asked  to  be  taken  as  parts  of  this  bill. 
That  continuouslv  since  the  time  of  its  organization  it  has 
been  engaged  in,  and  is  now  engaged  in  the  business  of 
operating  street  railways,  and  for  some  time  busesj  within 
as  well  as  without  the  District  of  Columbia,  and!  is  the 
owner  by  purchase  as  well  as  by  grant  of  valuable  ease¬ 
ments  and  franchises  in  the  public  streets  and  elsewhere, 
as  well  as  other  property,  useful  and  necessary  for  the 
conduct  of  said  business  as  a  common  carrier  of  passengers 
for  hire. 

2.  That  the  defendant  the  Public  Utilities  Commission 
of  the  District  of  Columbia  is  a  corporation  created  by  the 
Eighth  Section  of  an  Act  of  Congress  approved  March  4, 
1913,  entitled  “An  Act  Making  Appropriations  to  provide 
for  the  Expenses  and  for  the  Government  of  the  District,  of 
Columbia  for  the  Fiscal  Year  ending  June  30,  1914,  pnd  for 
other  Purposes,”  and  as  further  amended,  particularly  the 
Act  of  Congress  approved  December  15,  1926. 

The  defendants  Mason  M.  Patrick,  Harleigh  H.  Hjartman 
and  William  B.  Ladue,  are  for  the  time  being,  and!  consti¬ 
tute  and  exercise  the  functions  of,  said  Public  Utilities 
Commission,  which  has  a  corporate  seal  and  is  capable  of 
suing  and  being  sued  in  its  corporate  name. 
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Tliat  under  provisions  of  Section  8  of  the  Act  of  Con¬ 
gress  a]>proved  March  4,  1913,  creating*  the  Public  Utilities 
Commission  of  the  District  of  Columbia,  above  mentioned, 
the  said  Commission  is  given  jurisdiction  in  the  manner 
therein  provided,  among  other  things,  to  ascertain 

139  the  amount  6f  money  expended  in  the  construction 
and  equipment  of  every  public  utility,  including  the 

money  expended  for  procuring  the  rights  of  way ;  also  to 
ascertain  the  amount  of  money  it  would  require  to  secure 
all  rights  of  way  and  reconstruct  all  property  or  instru¬ 
ments  used  in  or  useful  to  the  business  of  every  public  util¬ 
ity  within  the  District  of  Columbia,  and  to  replace  all  phys¬ 
ical  properties  belonging  to  it:  to  ascertain  the  value  of  the 
property  of  every  such  public  utility  actually  used  in  and 
useful  to  the  business  of  the  public  at  the  fair  value  thereof 
at  the  time  of  the  valuation:  to  ascertain  adequate  rates  of 
depreciation,  and  also  to  fix  rates,  tolls  and  charges  to  be 
paid  by  the  public,  and  it  is  required  to  provide  for  such 
depreciation  in  fixing  the  rates,  tolls  and  charges  to  be  paid 
by  the  public. 

4.  That  beginning  in  the  Spring  of  1914  the  Public  Util¬ 
ities  Commission  organized  what  it  designated  its  Valua¬ 
tion  Bureau,  and  began  ex  parte  investigations  having  for 
their  ultimate  purpose  the  ascertainment  of  the  amount  of 
money  expended  in  the  construction  of  each  of  the  public 
utilities  within  the  District  of  Columbia,  including  the 
plaintiff  the  Washington  Railway  &  Electric  Company  and 
the  City  and  Suburban  Railway  of  Washington,  which 
merged  with  and  became  a  part  of  the  said  plaintiff  on 
October  27,  1926,  and  The  Georgetown  and  Tennallytown 
Railway  Company,  which  merged  with  and  became  a  part 
of  the  said  plaintiff  on  October  27,  1926.  That  said  Public 
Utilities  Commission  prosecuted  and  continued  its  said  ex 
parte  investigation  until  the  month  of  July  24,  1916,  at 
which  time  it  served  upon  the  plaintiff  and  its  said  sub¬ 
sidiaries  twelve  certain  bound  volumes  in  writing  and  fig- 
ures  purporting  to  show  in  detail  the  results  of  said  two 
years  ex  parte  investigations,  including  inventories, 

140  of  all  physical  properties,  their  recorded  cost,  as  far 
as  possible,  and  estimated  costs  of  reproduction  new 

as  of  July  1,  1914,  and  of  accrued  depreciation,  and  noti¬ 
fied  it  on  a  day  stated  a  formal  hearing  would  be  had.  Pur¬ 
suant  to  such  notices,  hearings  were  begun  on  November 
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9,  1916,  and  the  taking  of  testimony  concluded  on  February 
26,  1919.  j 

5.  That  on  the  4th  day  of  September,  1919,  the  s^id  Com¬ 
mission  announced  its  opinion  and  order  designated  as 
“  Order  No.  339,  in  Formal  Cases  48,  49  and  5d,  in  the 
matter  of  Valuation  of  the  Washington  Railway  &  Electric 
Co.  and  its  subsidiaries,  the  Citv  &  Suburban  Railway  of 
Washington,  and  the  Georgetown  &  Tennallytown  Railway 
Company”,  purporting  to  ascertain  and  fix  certain irates  of 
depreciation  on  the  various  classes  of  properties  j  of  said 
Companies,  and  therein  found  4 ‘with  respect  to  eleijnents  of 
value  to  be  considered  in  connection  with  fair  value  as  a 
basis  for  rates  as  of  July  1,  1914”,  as  summarized  I  therein, 
as  follows : 


Washington 
Railway 
&  Electric. 

1.  Historical  cost  of  property 

within  and  without  the  Dis¬ 
trict  of  Columbia,  used  and 
useful  for  electric  railway 
operation .  $10,385,596.27 

2.  Cost  of  reproduction  of  physi¬ 

cal  property  within  the  Dis¬ 
trict  of  Columbia,  used  and 
useful  for  electric  railway 
operations  within  the  District  11.466.614.0S 

3.  Intangible  elements  of  value. 

i.  e.  right  of  way  and  de¬ 
velopment  costs .  1.325,171.00 

141 


City 

&  Suburban. 


j  George¬ 
town 
|  &  Ten- 
jnallytown. 


$2.( )( 56.54 3.23  $220,507.62 


2.2S1, 535.52  j  277,273.24 


770.283 


225.9S5.00 


4.  Accrued  depreciation  as  found 

with  respect  to  cost  of  repro¬ 
duction  (item  2)1 .  $2,652,764.00 

5.  Approximate  accrued  deprecia¬ 

tion  as  estimated  with  re- 
s  p  e  c  t  to  historical  cost 
(item  IP .  2,490,466.00 


$554,700.00  j  $66,120.00 


516.016.00  !  53,980.00 


1  As  previously  explained,  the  commission  approves  these  atnounts  as 
representing  true  accrued  depreciation,  but  concludes  that,  in  the  present 
finding  of  fair  value  as  a  basis  for  rates,  materially  lesser  amounts 
should  now  be  deducted  from  costs  new. 

2  Accrued  depreciation  with  respect  to  historical  cost  (item  5)  has  been 
approximately  estimated  at  the  same  ratio  (intended  to  apply  |to  present 
physical  properly  only)  as  that  found  by  commission’s  engineers,  with 
respect  to  cost  of  reproduction  of  physical  property  of  item  2,  a  ratio 
of  76.02  per  cent,  or  accrued  depreciation  of  23.9S  per  cent,  for  the 
Washington  Railway  &  Electric  Co.,  75.03  per  cent,  or  accrued  deprecia¬ 
tion  of  24.97  per  cent,  for  the  City  and  Suburban  Railway  of  j  Washing¬ 
ton,  and  75.52  per  cent,  or  accrued  depreciation  of  24.48  per  cent,  for 
the  Georgetown  &  Tennallytown  Railway  Co. 

9 — 5316a 
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Georjxo- 

Washiugton  town 

Railway  City  &  Ten- 

&  Electric.  &  Suburban,  nallytown. 


6.  Net  additions  to  property  used 

and  useful  for  electric  ry. 
operations  within  the  District 
of  Columbia.  July  1.  1014,  to 
June  30.  11)10.  inclusive . 

7.  Amount  to  be  included  in  fair 

value  for  materials  and  sup¬ 
plies  and  cash  working  capital 
as  of  June  30.  1010: 

(«)  For  materials  and  sup¬ 
plies  . 

( h )  F  o  r  e  a  s  h  working 
capital  . 

142  Said  Commission  also  found  the  fair  value  depre¬ 
ciated  of  the  property  of  said  plaintiff  Washington 
Railway  &  Electric  Company,  and  its  subsidiaries  City  and 
Suburban  Railway  of  Washington  and  The  Georgetown  & 
Tennallytown  Railway  Company,  used  and  useful  within 
the  District  of  Columbia  as  of  July  1,  1914  to  be  $11,305,- 
000.,  $2,755,000.  and  $470,000.  respectively,  exclusive  of  ma¬ 
terials  and  supplies  and  working  capital. 

It  further  ascertained  the  net  additions  to  investment  in 
plaintiff’s  property,  and  its  subsidiaries  the  City  and  Sub¬ 
urban  Railway  of  Washington  and  The  Georgetown  &  Ten- 
nallytown  Railway  Company,  from  July  1,  1914  to  June  30, 
1919,  inclusive,  to  be  $997,547.63,  $46,973.52  and  $1,846.99 
respectively. 

It  further  made  to  the  plaintiff  an  allowance  for  mate¬ 
rials  and  supplies  as  of  June  30, 1919  of  $235,000.,  and  work¬ 
ing  capital  to  the  said  plaintiff,  City  and  Suburban  Railway 
of  Washington  and  The  Georgetown  &  Tennallytown  Rail¬ 
way  Company,  as  of  said  date,  in  the  sums  of  $240,000., 
$45,000.  and  $10,000.  respectively. 

It  further  found  the  fair  value  of  the  property  used  and 
useful  for  the  convenience  of  the  public  within  the  District 
of  Columbia,  as  of  June  30,  1919,  of  the  plaintiff  Washing¬ 
ton  Railway  &  Electric  Company,  and  its  subsidiaries  the 
City  and  Suburban  Railway  of  Washington  and  The 
Georgetown  &  Tennallytown  Railway  Company,  to  be  $12,- 
777,547.63,  $2,846,973.52  and  $481,846.99  respectively,  al¬ 
though  the  evidence  showed  that  said  properties  were 
worth  as  of  July  1,  1916  in  excess  of  $29,656,283.62. 


007.34  7.(13 


4G.073.32 


1.840.00 


233.000.00 

240,000.00 


43,000.00  10,000.00 
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6.  That  under  the  provisions  of  paragraph  64  of  the  Act 
of  Congress  above  mentioned,  creating  the  Public!  Utilities 

Commission,  it  is  provided  that  any  public  utility 

143  interested  and  dissatisfied  with  any  order  or!  decision 
fixing  such  valuation  has  the  right  to  commence  a 

proceeding  in  equity  in  this  Honorable  Court,  “against  the 
Commission,  as  def endants”,  to  vacate,  set  aside,  or  mod¬ 
ify  any  such  order  or  decision,  on  the  ground  that  the  val¬ 
uation  is  unlawful,  inadequate  or  unreasonable. 

Pursuant  to  said  provisions  the  plaintiff  Washington 
Kailwav  &  Electric  Company  on  December  30,  1919  filed  its 
certain  bill  in  this  Honorable  Court  against  the  said  Public 
Utilities  Commission,  being  Equity  No.  37,451,  and  its  said 
subsidiaries  the  said  City  and  Suburban  Railway  c^f  Wash¬ 
ington  and  The  Georgetown  &  Tennallytown  Railway  Com¬ 
pany  filed  their  certain  bills  of  complaint  on  December  30, 
1919,  being  Equity  Nos.  37,449  and  37,450,  respectively,  al¬ 
leging  the  valuations  so  established  to  be  inadequate,  un¬ 
lawful  and  confiscatory,  especially  as  they  were  ba^ed  upon 
labor  and  material  costs  as  of  July  1,  1914  instead  of  such 
costs  at  the  time  of  the  valuation,  as  required  by;  law,  all 
of  which  appeals  are  now  pending  in  this  Court,  and  all  of 
which  are  asked  to  be  taken  as  parts  of  this  bill. 

7.  That  the  present  rates  of  fare  permitted  to  be!  charged 
by  the  plaintiff  and  upon  the  lines  of  other  street  railways 
operating  in  the  District  of  Columbia,  were  fixed  Ijy  Order 
No.  462  of  the  said  Public  Utilities  Commission,  dated  Feb¬ 
ruary  27,  1922,  based  upon  the  same  inadequate  and  con¬ 
fiscatory  valuations  aforesaid,  at  8^  cash  with  6  tokens  for 
40^,  a  copy  of  which  is  hereto  attached,  marked  “Plaintiff’s 
Exhibit  No.  2”  and  asked  to  be  read  and  taken  ag  a  part 

hereof. 

144  8.  That  on  the  13th  day  of  June,  1929,  The  Cap¬ 
ital  Traction  Company,  heretofore  chartered  and 

existing  under  the  provisions  of  certain  Acts  of  Congress, 

and  the  owner  by  purchase  as  well  as  by  grant  of  valuable 

easements  and  franchises  in  the  streets  of  the  District  of 

Columbia  and  elsewhere,  as  well  as  other  property  used  and 

necessarv  for  the  conduct  of  its  said  business  as  a  common 
* 

carrier  of  passengers  for  hire,  petitioned  the  said  Public 
Utilities  Commission  for  authority  to  increase  the  fares 
upon  its  street  railway  lines  from  8^  cash,  or  6  tokens  for 
40^,  to  10<f  cash,  or  4  tokens  for  30^.  That  the  skid  The 
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Capital  Traction  Company  asked  that  the  plaintiff  herein 
be  made  a  party  to  the  said  proceedings. 

That  the  plaintiff,  by  Order  No.  756  of  the  Public  Util¬ 
ities  Commission  was  made  a  party,  as  were  other  certain 
street  railway  and  bus  companies  operating  in  the  District 
of  Columbia.  The  plaintiff  tiled  its  certain  answer  to  said 
proceedings,  requesting  a  similar  increase  on  its  lines,  for 
reasons  similarly  advanced  by  The  Capital  Traction  Com¬ 
pany,  as  appears  from  a  copy  of  its  said  answer  hereto  at¬ 
tached  and  marked  “Exhibit  No.  3”,  and  asked  to  be  taken 
as  a  part  of  this  bill. 

That  the  said  Public  Utilities  Commission  set  the  case 
of  said  The  Capital  Traction  Company  for  hearing  on  July 
29,  1929,  and  the  hearing  continued  with  few  interruptions 
until  October  7,  1929.  At  such  hearing  the  plaintiff  ap¬ 
peared  and  introduced  proof  in  support  of  its  said  answer, 
which  established  the  following  facts,  substantially  with¬ 
out  contradiction : 


(a)  The  fair  value  of  the  property  of  the  plaintiff  (in¬ 
cluding  the  City  and  Suburban  Railway  of  Washington  and 
The  Georgetown  &  Tennallytown  Railway  Company,  since 
purchased  by  and  now  consolidated  with  this  Corn- 
145  pany)  used  and  useful  for  electric  railway  oper¬ 
ations  within'  the  District  of  Columbia,  exclusive  of 
materials  and  supplies  and  working  capital,  was  deter¬ 
mined  by  the  Public  Utilities  Commission,  as  of  July  1, 
1914,  at  $14,530,000.  which  valuation  was  based  on  values 
as  of  that  date. 


(b)  That  net  additions  to  capital  investment  in  plain¬ 
tiff’s  property  from  July  1,  1914  to  June  30,  1919,  as  de¬ 
termined  by  the  1  Public  Utilities  Commission,  were 
$1,046,368.14. 

(c)  That  in  addition,  the  said  Commission  found  as  a 
proper  allowance  for  materials  and  supplies  and  working 
capital  as  of  June  30,  1919,  the  sum  of  $530,000.00. 

( d )  With  the  result  that  the  fair  value  of  the  property 
of  this  plaintiff  as  of  June  30,  1919,  was  determined  by  the 
Public  Utilities  Commission  at  $16,106,368.14. 

(e)  That  subsequently  this  Commission  in  Formal  Case 
No.  201,  page  564,  line  20,  specifically  recognized  the  pro¬ 
priety  of  adding  to  these  figures  for  certain  omissions  of 
property  made  by  the  Commission,  specified  in  Murray  Ex¬ 
hibit  127,  the  sum  of  $126,453.31. 
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(/)  That  the  net  additions  to  investment  in  plaintiff’s 
property  (including  the  City  and  Suburban  Railway  of 
Washington  and  The  Georgetown  and  Tennallvtown  Rail- 
way  Company)  from  June  30,  1919  to  December  31,  1928, 
aggregated  $2,989,908.85,  all  duly  reported  in  detail  from 
time  to  time  to  the  Public  Utilities  Commission,  as  required 
by  law,  and  never  excepted  to,  and  against  which  additions 
to  capital  said  Commission  from  time  to  time  had  lauthor- 
ized  the  issuance  of  new  capital  securities. 

(<7)  That  from  the  gross  sum  of  these  amounts  jthe  de¬ 
duction  of  $11,830.91  was  proper  for  the  difference 
146  between  the  allowance  for  materials  and  Supplies 
and  working  capital  as  of  June  30,  1919  and?  that  of 
December  31,  1928.  ! 

(//)  That  the  minimum  fair  value  of  the  properties  of 
this  plaintiff,  determined  as  aforesaid,  in  the  manjier  and 
according  to  the  identical  practice  established  by  |he  said 
Public  Utilities  Commission,  as  shown  by  said  original 
valuations  and  by  said  Order  462,  hereto  attached,  used 
and  useful  for  operations  within  the  District  of  Columbia 
as  of  December  31,  1928,  was  $19,210,899.39,  without  any 
allowances  by  reason  of  the  admittedly  enormously  en¬ 
hanced  costs  of  material  and  labor  accruing  sinbe  July 
1,  1914.  These  enhancements  in  basic  values  are! not  de- 
nied  by  anyone,  and  the  Courts  of  this  jurisdiction^  as  well 
as  the  Supreme  Court  of  the  United  States,  have  uijiformly 
declared  they  should  be  given  consideration  in  ascertain¬ 
ing  fair  value  as  of  the  present  time. 

The  plaintiff  furthermore  showed  that  the  revenues  from 
its  operations  within  the  District  of  Columbia,  operating 
expenses,  rentals,  taxes  and  depreciation,  and  incoihe  avail¬ 
able  for  return  upon  fair  value  of  its  properties  during  the 
calendar  vears  1927  and  .1928,  were  as  follows: 

^927. 

$5,237,493.40 

4,510,764.45 

776,728.95 
18,794,814.17 

| 

|  4.13% 


Operating  Revenues  .  $5,221,926.35 

Operating  Expenses,  Rentals, 

Taxes  and  Depreciation ....  4,403,729.92 

Income  available  for  return  on 

Fair  Value  .  818,196.43 

Fair  Value,  January  1st .  18,961,266.28 

Percentage  return  on  Fair 
Value  .  4.32% 


i 
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and  all  of  which  appeared  from  the  records  of  said  Com¬ 
mission. 

The  plaintiff  also  proved  similar  statement  of  its  opera¬ 
tions  within  the  District  of  Columbia,  for  the  twelve 
147  month  period1  ending  April  30,  1929,  as  follows: 


Operating  Revenues  .  $5,219,635.29 

Operating  Expenses,  Rentals,  Taxes  and  De¬ 
preciation  .  .  4,430,337.85 

Income  available  for  return  on  Fair  Value.  .  789,297.44 


which  is  but  4.11  %:  on  the  fair  value  above  mentioned  of 
$19,210,899.39,  upon  the  wholly  inadequate  basis  deter¬ 
mined  by  the  Public  Utilities  Commission  as  of  July  1, 1914, 
and  the  records  of  the  said  Public  I  tilities  Commission  as 
of  December  31,  1928. 

That  the  said  Commission  in  its  findings  hereinafter 
complained  of,  admitted  the  efficiency  of  the  management 
and  operation  of  the  plaintiff's  system,  and  also  com¬ 
mended  its  low  operating  ratio. 

The  plaintiff  also  proved  that  its  actual  return  for  each 
of  said  years  1927j  1928  and  1929  was  4.13%,  4.32%  and 
4.11%  and  that  said  return  to  the  plaintiff  for  each  of  the 
years  aforesaid  was  totally  inadequate,  unreasonable  and 
confiscatory  of  the  property  and  rights  of  the  plaintiff  by 
reason  of  which  the  plaintiff  has  been  deprived,  and  is  be¬ 
ing  deprived,  of  its  rights,  its  property  and  due  process 
of  law  guaranteed  to  it  by  the  Constitution  of  the  United 
States,  and  especially  the  Fifth  Amendment  thereto. 

The  plaintiff  further  proved  that  never  since  1922  dur¬ 
ing  which  year  the  existing  rates  were  established,  has  ever 
earned,  or  been  able  to  earn,  under  such  rates  a  fair  return 
upon  the  said  inadequate  value  of  the  property  ascertained 
by  said  Public  Utilities  Commission  in  the  aforesaid  man¬ 
ner,  said  rates  of  return  varying  from  3.99%  to  a  maxi¬ 
mum  of  4.52%  per  annum. 

The  plaintiff  further  showed  that  although  appeals  from 
the  findings  of  said  Public  Utilities  Commission  fix- 
148  ing  its  value  as  of  July  1,  1914,  as  aforesaid,  are 
still  pending,  in  view  of  the  fact  that  the  grounds  of 
these  appeals  were  principally  upon  the  ground  that  said 
valuations  were  inadequate  and  insufficient,  due  to  the  fact 
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that  said  Commission  in  reaching  the  aforesaid  ascertain¬ 
ment  of  value  of  June  30,  1919,  based  its  findings  on 
values  as  of  July  1,  1914,  in  spite  of  the  acknowledged  fact 
in  that  record,  as  well  as  in  this  record,  that  there  has  been, 
and  still  is,  a  large  increase  in  values  in  the  interim,  which 
has  been  recognized  as  an  essential  element  to!  be  given 
weight  in  ascertaining  fair  values  by  all  courts  passing  on 
such  matters  since  that  time,  particularly  by  tips  Court, 
the  Court  of  Appeals  of  the  District  of  Columbia,  and  the 
Supreme  Court  of  the  United  States,  it  could  not  be  suc- 
cessfullv  or  fairlv  contended  bv  anyone  that  the  ivalues  so 
ascertained  by  said  Commission  in  1919  were  unjust  or  un¬ 
fair  to  the  public,  either  at  that  time  or  at  this  j  time,  be¬ 
cause  during  that  period  there  has  been  no  recession  of 
values  which  by  the  wildest  imagination  could  make  price 
levels  of  1914  excessive  as  of  the  present  period.  This 
very  point  was  involved  in  the  like  appeal  by  thej  Potomac 
Electric  Power  Company  from  the  valuation  found  by  the 
same  Commission  of  its  property  in  1917,  on  this  same 
basis,  and  the  decision  of  said  Public  Utilities  Commission 
was  reversed  by  the  Court  of  Appeals  of  this  District  be¬ 
cause  the  Commission  had  not  ascertained  the  value  as  of 
the  time  of  said  valuation,  but  as  of  a  date  anterior  thereto. 
Potomac  Electric  Power  Co.  v.  Public  Utilities  \  Commis¬ 
sion,  51  App.  D.  C.  77. 

The  same  principle  was  likewise  at  issue  in  the  case  of 
Capital  Traction  Company  v.  Public  Utilities  Commission , 
57  App.  D.  C.  85,  decided  in  1927,  and  the  Commissioner’s 
value,  based  on  1914  price  levels  was  accordingly  set 
149  aside  and  the  value  of  that  company’s  .property 
largely  increased. 

Said  rulings  are  in  strict  accord  with  the  rulings  of  the 
Supreme  Court  of  the  United  States  in  numerous  leases. 

9.  That  no  protestant  appeared  at  said  proceeding,  and 
no  evidence  was  introduced,  and  no  credible  evidence  can 
be  produced,  to  show  any  reason  or  foundation  for  a  con¬ 
clusion  that  a  revaluation  of  the  plaintiff’s  property  at  the 
present  time  would  be  in  the  interest  of  the  public,  or  re¬ 
duce  its  value  below  the  said  finding  of  the  Commission  of 
1922  in  Order  462,  herein  referred  to  and  made  a  part  here¬ 
of,  plus  net  additions  since  that  time,  nor  to  show  I  that  any 
revaluation  of  the  property  of  the  plaintiff  could  under  any 
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imaginable  circumstances  reduce  the  final  valuation  of  the 
plaintiff  to  figures  Hess  than  the  figures  established  by  the 
Public  Utilities  Cotnmission  in  1919,  with  the  net  additions 
to  December  31,  1928,  and  which  for  the  purposes  of  said 
case  only  the  plaintiff  indicated  a  willingness  to  accept. 

The  plaintiff  further  proved  by  uncontradicted  facts  in 
the  record,  an  upward  trend  in  the  cost  and  value  of  all 
materials  and  labor  embraced  in  the  physical  properties 
of  the  plaintiff,  that  the  present  price  levels  are  far  above 
those  of  1914,  and  that  the  only  effect  of  a  revaluation  now 
would  be  to  bring  about  a  still  higher  value  of  the  physical 
properties  of  this  plaintiff,  with  no  corresponding  gain  to 
the  public  in  such  a  respect. 

10.  That  it  was  and  is  the  legal  duty  of  the  Commission 
to  consider  in  the  fixing  of  a  rate  of  fare,  the  direct  effect 
of  such  action  upon  the  street  railway  situation  in  the 
District  of  Columbia,  and  the  ability  of  each  system  or 
company  to  perform  its  duty  to  the  public,  for  the 
150  reason  that  although  the  railway  lines  operated  by 
said  The  Capital  Traction  Company  and  the  plain¬ 
tiff  are  separate,  they  are  so  interrelated  with  reference  to 
the  traffic  to  be  handled,  that  anv  action  taken  bv  the  Com- 
mission  which  affects  either  the  service  or  rate  of  fare 
upon  one  of  the  systems,  has  an  immediate  and  direct  effect 
upon  the  other  system  and  its  ability  to  perform  its  duty 
to  the  public. 

That  the  petition  of  The  Capital  Traction  Company  filed 
with  the  said  Commission  aforesaid,  further  asked  that  the 
same  unit  rate  of  fare  requested  shall  apply  to  all  other 
street  railways  operating  within  the  District  of  Columbia, 
including  the  lines  of  this  plaintiff,*  in  which  allegation  the 
plaintiff  herein  united  and  asked  for  similar  relief,  and 
introduced  proof,  as  did  also  said  The  Capital  Traction 
Company,  showing  that  they  were  so  interrelated  with  ref¬ 
erence  to  the  traffic  each  handled,  that  anv  action  taken  bv 
the  Commission  which  affects  either  the  service  or  rate  of 
fare  upon  one  of  the  systems,  has  an  immediate  and  di¬ 
rect  effect  upon  the  other  system  and  its  ability  to  perform 
its  duty  to  the  public,  and  that  the  practice  of  uniform 
fares  and  the  requirement  of  the  sale  of  interchangeable 
tickets  by  all  street  car  companies,  has  been  continuous 
for  many  years  under  Congressional  requirement,  and  any 
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departure  therefrom  would  cause  great  public  inconven¬ 
ience. 

That  in  prior  rate  cases  the  aforesaid  Commission  has 
ruled  that  a  uniform  rate  of  fare  on,  and  sale  of  inter¬ 
changeable  tickets  by  street  railways  throughout  Ithe  Dis- 
trict  of  Columbia  was  in  the  interest  of  the  public^  as  well 
as  necessary  to  maintain  efficient  operations,  and  to  avoid 
the  chaos  that  would  inevitably  result  in  having  different 
rates  of  fare  on  lines  of  competing  companies  where  sub¬ 
stantially  the  same  kind  of  service  is  furnished  in  at 
•/ 

151  least  certain  sections  of  the  District,  that  is  to  say, 
in  Order  No.  344,  Formal  Case  No.  77,  datted  Octo¬ 
ber  18,  1919,  and  Order  No.  462,  Formal  Case  No.  109, 
dated  October  16,  1922.  | 

That  the  said  Commission  in  the  case  of  Wdsham  v. 
Kutz,  Equity  No.  37,052,  filed  in  this  Honorable  pourt  to 
test  the  legality  of  the  imposition  of  a  2c  transfer  charge 
upon  the  riders  of  The  Capital  Traction  Company  | lines,  as 
well  as  on  the  Washington  Railway  &  Electric  Company 
lines,  on  a  petition  of  the  plaintiff  in  a  proceeding  to  which 
The  Capital  Traction  Company  was  not  a  party,  wherein 
the  plaintiffs  in  that  suit — patrons  of  the  latter  company — 
claimed  it  was  not  the  duty  or  right  of  the  Commission 
to  extend  the  same  charge  for  transfers  to  lines  of  The 
Capital  Traction  Company  because  it  had  not  a^ked  for 
the  same,  was  not  a  party  to  that  case  and  did  not  partici¬ 
pate  therein,  but  the  said  Commission,  through  its!  counsel, 
filed  an  answer  therein,  in  which  it  admitted,  and  Said  that 
it  was  the  plain  duty  of  the  said  Commission  to  take  note 
of  the  effect  the  said  transfer  charge  complained  bf  would 
have  upon  the  lines  of  The  Capital  Traction  Company,  al¬ 
though  the  latter  Company  was  not  a  party  to  the  hearing 
before  the  Commission.  The  Commission  therein  further 
admitted  and  stated  that  it  was  its  duty  to  not  only  compel 
a  service  reasonable  and  adequate  as  required  by  Para¬ 
graph  2  of  the  Public  Utility  Commission  law,  but  to  do 
nothing  that  would  tend  to  impair  it  on  any  of  the  street 
railway  lines,  and  that,  therefore,  it  was  the  legal  duty  and 
the  legal  right  of  the  Commission  to  consider  in  the  fixing 
of  a  rate  of  fare,  or  the  fixing  of  a  charge  for  transfers,  the 
direct  effect  of  such  action  upon  the  general  situation  in 
the  District  of  Columbia,  and  the  ability  of  such  system 
to  perform  its  duty  to  the  public;  that  although  the  two 
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street  railway  systems  arc  separate,  yet  they  are  so 

152  interrelated  with  reference  to  the  traffic  to  be  han¬ 
dled.  that  anv  action  to  be  taken  by  the  Commission 

which  affects  either  the  service  or  rate  of  fare  upon  one 
of  the  systems,  lias  an  immediate  and  direct  effect  upon  the 
other  system  and  its  ability  to  perform  its  duty  to  the  pub¬ 
lic,  and  this  contention  was  sustained  by  this  Honorable 
Court. 

11.  That  on  the,  13th  day  of  November,  1929,  the  afore¬ 
said  Commission  announced  its  conclusion  in  the  afore¬ 
mentioned  case  No.  205,  bv  handing  down  its  certain  Order 
No.  807,  copy  of  which  is  attached  hereto,  marked  “Ex¬ 
hibit  No.  4”  and  asked  to  be  read  and  taken  as  a  part  here¬ 
of,  concurred  in  by  all  three  defendants  Mason  M.  Pat¬ 
rick,  Harleigli  IIJ  Hartman  and  AY i Ilia m  B.  Ladue,  and 
after  first  tentatively  criticising  both  applicant  companies 
for  their  failure  to  promulgate  some  undisclosed  scheme 
of  unified  operation,  or  for  the  joint  use  of  each  other’s 
facilities  without  a  corporate  merger,  and  for  not  effecting 
a  merger  “as  now  authorized  by  law”,  in  spite  of  the  fact 
that  no  such  merger  is  authorized  and  that  though  the 
companies  had  agreed  upon  a  plan  of  merger,  approved 
by  the  Commission,  Congress  failed  to  authorize  its  con¬ 
summation,  or  to  indicate  any  alternate  plan  which  would 
be  authorized,  and  after  later  commending  the  efficiency 
of  management  and  operation  of  both  companies  and  the 
low  rates  of  their  operating  ratios,  stated  its  conclusions 
as  follows: 

“First.  There  is  no  valuation,  as  of  today,  of  the  prop¬ 
erties  of  the  two  street  railway  companies  and,  therefore, 
no  rate  bases  upon  which  to  determine  either  the  return 
now  earned  nor  that  which  would  be  earned  if  the  increased 
fare  is  granted. 

Second.  Wide  differences  in  accounting  methods  used  by 
the  two  companies  and  certain  errors  in  the  accounting 
records  disclosed  by  the  evidence  render  it  impossible  to 
ascertain  with  the  necessary  degree  of  certainty  the  actual 
operating  expenses  or  the  net  railway  operating  in- 

153  come  of  the  companies. 

Third.  The  evidence  as  to  the  rate  of  return  which 
would  be  produced  by  the  proposed  increased  fares  is  con¬ 
jectural. 
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Fourth.  The  Commission  has  the  right,  and  it  is  its  duty, 
to  insist  that  the  companies  effect  all  reasonably  possible 
operating  economies  before  authorizing  them  to  swell  their 
gross  revenues  by  exacting  higher  fares  from  the  street 
car  riders. 

i 

Fifth.  The  Commission  has  the  power  to  compel  the 
companies  to  make  joint  use  of  each  other’s  trackjs  and  fa¬ 
cilities.  This  might  result  in  lesser  cost  of  operation,  and 
in  a  measure  bring  about  the  relief  sought  by  means  of 
higher  fares.  Without  the  whole  hearted  cooperation  of 
the  companies  the  full  possibilities  of  such  a  forced  unifi¬ 
cation  of  operations  could  not  be  realized  and,  therefore, 
this  procedure  might  result  in  little  or  even  no  'improve¬ 
ment  in  existing*  conditions. 

~  .  i 

Sixth.  A  corporate  merger,  now  authorized  by  law, 

would  substitute  unified  for  dual  control  of  street  railway 

operations  in  this  city,  would  better  the  street  car  service, 

and  would  undoubtedly  bring*  about  economies,  which  with 

the  present  rate  of  fare,  would  probably  put  I  the  new 

merged  company  in  a  better  condition  financially  than  that 

of  the  two  separate  companies  if  they  are  granted  the 

increased  fare  and  if  their  expectations  of  its  monetary 

results  are  fullv  realized. 

* 

Seventh.  Under  such  circumstances  this  Commission  is 
not  justified  in  compelling  the  street  car  riders  of  I  this  city 
to  pay  nearly  a  million  dollars  more  per  year  for  the  bene¬ 
fit  of  the  two  competing  street  railway  companies. 

The  companies  requesting  the  increase  in  fares  were 
faced  with  the  burden  of  proof.  The  Commission,  after 
carefully  reviewing  all  of  the  evidence  presented,  finds 
that  the  companies  have  not  met  this  burden.  The  evi¬ 
dence  presented  does  not  afford  a  basis  for  final  jdetermi- 
nation  of  all  of  the  issues  involved.  The  proceeding  has 
been  left  open  for  the  taking  of  further  testimony!  with  re¬ 
spect  to  certain  features  of  the  case.  It,  therefore,  is  un¬ 
necessary  at  this  time  to  rule  upon  the  several  motions 

made  at  the  hearing.”  j 

! 

It  was  thereupon  ordered: 

i 

“That  upon  the  showing  made  in  the  recordj  the  re¬ 
quests  of  The  Capital  Traction  Company  and  the  Wash¬ 
ington  Railway  and  Electric  Company  to  be  allowed  to 


i 
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charge  street  ear  riders  ten  cents  (10(:)  cash,  or  four  (4) 
tokens  for  thirty  cents  (30c)  arc  denied.  rlhe  case  is,  how¬ 
ever,  held  open,  and  the  parties  thereto  are  hereby  author¬ 
ized  and  permitted  to  submit  further  evidence  as  to  the 
present  value  of  their  properties,  or  to  suggest,  for  the  ac¬ 
tion  of  the  Commission,  other  ways  in  which  the  relief 
sought  may  be  obtained.” 

154  The  effect  of  said  Order  is  that  while  the  Com¬ 
mission  finds  that  the  present  rate  of  fare  is  inade¬ 
quate,  the  Commission,  because  it  cannot  fix  exactly  the  full 
value  of  the  property  and  therefore  cannot  calculate  with 
mathematical  precision  the  exact  rate  of  return  which  any 
enhanced  rate  will  yield  on  the  fair  value,  will  not  afford  any 
relief  at  all  to  the, petitioning  Companies,  though  it  wholly 
fails  to  find  that  the  relief  prayed  for  would  afford  an 
excessive  return  on  the  minimum  value  ascertainable  under 
the  evidence. 

12.  That  Paragraph  04  of  the  Act  of  Congress  approved 
March  4,  1913,  among  other  things  provides: 


“That  any  public  utility  and  any  person  or  corporation 
interest  (ed)  being  dissatisfied  with  any  order  or  decision 
of  the  commission  fixing  any  valuation,  rate  or  rates,  tolls, 
charges,  schedules,  joint  rate  or  rates,  or  regulation,  re¬ 
quirement,  act,  service  or  other  thing  complained  of  may 
commence  a  proceeding  in  equity  in  the  Supreme  Court 
of  the  District  of  Columbia  against  the  commission,  as 
defendants,  to  vacate,  set  aside,  or  modify  any  such  deci¬ 
sion  or  order  on  the  ground  that  the  valuation,  rate  or 
rates,  tolls,  charges,  schedules,  joint  rate  or  rates,  or  regu¬ 
lation,  requirement,  act,  service  or  other  thing  complained 
of  fixed  in  such  order  is  unlawful,  inadequate,  or  unrea¬ 
sonable.  ’  ’ 


This  plaintiff  under  said  provision  of  law  is  dissatisfied 
with  the  said  Order  Xo.  807  of  the  Commission  passed  on 
the  13th  day  of  November,  1929,  on  the  ground,  among 
others,  that  said  findings  and  conclusions  are  unlawful,  in¬ 
adequate  and  unreasonable,  and  that  the  effect  thereof  is 
to  continue  in  force  the  present  inadequate  and  confiscatory 
rates,  and  thereby  to  deprive  this  plaintiff  of  its  property 
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and  rights  without  just  compensation  or  due  process  of 
law  guaranteed  to  it  by  the  Constitution  of  the  limited 
States,  and  should  be  set  aside,  vacated  and  modified-  The 
said  grounds  among  others,  being  particularly: 

(a)  Because  the  findings  of  the  said  Comijnissioii 

155  that  that  there  is  no  valuation  as  of  today  I  of  the 
property  of  the  plaintiff,  and,  therefore,  no  rate  base 

upon  which  to  determine  either  the  return  now  earhed  nor 
that  which  would  be  earned  if  the  increased  fare  is  granted, 
are  erroneous,  unsubstantial  and  contrary  to  the  evidence, 
to  the  weight  of  the  evidence,  to  the  facts  and  to  the  law. 

( b )  Because  the  findings  of  the  Commission  that  it  is 
impossible  to  ascertain  with  the  necessary  degree  'of  cer¬ 
tainty  the  actual  operating  expenses  or  the  net  Railway 
operating  income  of  the  plaintiff,  are  contrary  to  the  evi¬ 
dence,  to  the  weight  of  the  evidence,  to  the  facts  land  to 
the  law. 

(c)  Because  each  and  all  of  said  findings  with  respect 
to  the  joint  use  of  tracks,  facilities  and  economies  that 
would  result  from  unified  operation  of  street  railway  com¬ 
panies  in  the  District  of  Columbia,  are  based  uponj  incom¬ 
petent,  irrelevant,  immaterial  and  impertinent  patters 
herein,  and  against  the  evidence  and  the  law. 

(d)  Because  each  and  all  of  said  findings  with  respect 
to  the  joint  use  of  tracks,  facilities  and  economics  that 
would  result  from  unified  operation  of  street  railway  com¬ 
panies  in  the  District  of  Columbia,  are  wholly  conjectural 
and  speculative  and  are  not  based  upon  any  legal  evidence, 
or  any  just  deduction  therefrom,  or  the  law. 

( e )  Because  each  and  all  of  said  findings  with  [respect 
to  the  joint  use  of  tracks,  facilities  and  economies  that 
would  result  from  unified  operation  of  street  railway  com¬ 
panies  in  the  District  of  Columbia,  are  without  warrant  of 
law,  are  indefinite  and  the  result  of  an  investigation  pur¬ 
porting  to  show  conjectural  savings  under  some  wholly  un¬ 
stated,  unascertained  and  conjectural  plan  of  joint 

156  operations,  necessarily  undetermined,  hypothetical 
and  speculative,  and  any  evidence  of  such  hypotheti¬ 
cal  or  speculative  savings  are  irrelevant,  incompetent  and 
immaterial  to  the  matters  and  questions  in  the  plbadings 
herein,  and  its  introduction  and  consideration  by  tile  Com- 
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mission  is  in  violation  of  the  legal  rights  of  this  plain¬ 
tiff  to  a  fair  consideration  of  the  questions  involved  herein. 

(/)  Because  the  Commission  in  fixing  rates  of  fare  which 
will  result  in  a  reasonable  return  on  the  fair  value  of  the 
property  of  this  plaintiff,  cannot  legally  give  consideration 
to  such  hypothetical,  visionary  and  conjectural  savings  in 
operating  expenses  in  the  future,  based  on  unspecified  rout¬ 
ing  changes,  unless  and  until  such  changes  in  routing  are 
ascertained  with  certainty  and  made  effective,  and  the  net 
savings  therefrom  are  an  accomplished  fact  and  definitely 
determined,  and  the  said  Commission,  pending  such  deter¬ 
mination,  cannot  legally  refuse  or  delav  granting  to  this 
plaintiff  the  relief  to  which  it  is  shown  to  be  now  entitled 
under  existing  conditions  because  of  the  denial  by  the  said 
Commission  of  the  relief  which  this  plaintiff  is  now  en¬ 
titled  to,  and  its  refusal,  as  aforesaid,  to  function  in  the 
manner  contemplated  by  law,  or  any  postponement  of  ac¬ 
tion  with  respect  thereto,  upon  the  ground  that  a  wholly 
conjectural  increase  in  net  operating  revenues  from  so- 
called  unified  operations  might  in  the  future  obviate  the 
necessity  for  such  relief,  works  irreparable  injury  to,  and 
results  in  a  confiscation  of,  the  property  of  the  plaintiff, 
and  deprives  it  of  its  property  for  public  use  without  just 
compensation,  and  without  due  process  of  law  and  other 
rights  and  liberties  secured  to  it  under  the  Constitution  of 
the  United  States. 

( g )  Because  all,  and  each  of,  said  findings  are 
157  contrary  to  the  evidence,  to  the  weight  of  the  evi¬ 
dence  and  to  the  law. 


(h)  Because  the  said  Commission  misconstrued,  mis¬ 
applied  and  violated  the  purpose  and  intent  of  the  Act  of 
Congress,  approved  March  4,  1913,  as  amended. 

13.  That  unless  the  action  of  the  said  Commission  in  so 
refusing  to  allow  the  plaintiff  to  charge  and  collect  for  its 
service  the  rates  of  fare  proposed,  or  other  adequate  rates, 
is  vacated,  set  aside  and  modified,  it  will  be  compelled 
to  conduct  its  business  and  render  its  service  to  the  public 
at  rates  grossly  insufficient  and  inadequate,  with  resultant 
loss  and  deprivation  of  its  property,  and  with  no  means  of 
recouping  said  losses. 
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14.  That  the  maximum  rates  of  fare  which  by  [existing 

orders  the  plaintiff  is  now  permitted  to  charge  and  collect, 
and  which  yield  the  returns,  hereinbefore  stated,  upon  its 
fair  value,  are  grossly  inadequate  to  provide  for  the  neces¬ 
sary  expenses  of  its  public  service,  and  for  the  consumption 
of  its  property  employed  in  such  service,  and  to|  yield  a 
fair  return  upon  the  fair  value  of  its  property!  so  em¬ 
ployed.  ; 

15.  That  it  is  now  confronted  with  an  emergendy  which 
requires  immediate  relief,  if  it  is  to  continue  to  perform 
its  public  service,  maintain  its  credit  and  secure  necessary 
money  to  provide  added  facilities  and  equipment^ 

16.  That  a  fare  of  10^  cash,  or  4  tokens  for  30^  is  neces¬ 
sary  to  enable  it  to  serve  the  public  adequately  and  to  ob¬ 
tain  funds  necessary  for  the  coming  years  in  order  [to  keep 

pace  with  the  growing  needs  of  the  District,  and 
158  which  would  yield  an  estimated  return  of  6.251%  upon 
the  rate  base  hereinbefore  mentioned,  and  obtain  a 
fair  return  on  the  fair  value  of  its  property.  [ 

17.  That  it  is  necessary,  and  the  plaintiff  asks,  [for  the 

establishment  of  a  rate  of  fare  of  10<f  cash  or  4  tokens  for 
30^  to  meet  the  emergency  it  is  facing  by  reasoit  of  its 
decreasing  revenues,  pending  the  establishment  of  per¬ 
manent  rates  of  fare.  j 

18.  That  in  view  of  the  fact  that  the  plaintiff  is!  suffer¬ 
ing  daily  confiscation  of  its  property  by  the  operation  of 
the  said  Commission’s  orders,  it  will  suffer  immediate  and 
irreparable  loss  and  damage  unless  the  plaintiff  is!  imme¬ 
diately  allowed  to  file  with  said  Commission,  and  collect, 
a  rate  of  fare  of  10^  cash,  or  4  tokens  for  30<*,  pending  the 
establishment  of  permanent  rates  of  fare. 

i 

i 

i 

Prayer .  j 

I 

Wherefore  the  premises  considered,  your  plaintiff  iprays: 

1.  That  a  writ  of  subpoena  issue  out  of  the  Clerk’s  office 
of  this  Honorable  Court,  directing  the  defendants,  the  Pub¬ 
lic  Utilities  Commission  of  the  District  of  Columbia,  Mason 
M.  Patrick,  Harleigh  H.  Hartman  and  William  B.  jLadue, 
and  each  of  them,  to  appear  herein  on  a  day  certain,  and 
answer  the  exigencies  of  this  bill. 
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2.  That  the  said  defendants,  and  each  of  them,  and  tlieir 
attorneys,  agents  and  representatives,  and  ail  other  persons, 
be  temporarily  restrained  and  enjoined  from  enforcing 
Order  No.  462  of  the  Public  Utilities  Commission,  dated 
February  27,  1922,!  and  from  taking  any  steps  or  proceed¬ 
ings  against  the  plaintiff  to  enforce  any  penalties, 
159  or  any  other  remedy  for  disregarding  the  rates  pre¬ 
fer  ibed  bv  said  Order. 


3.  That  pending  a  final  hearing  and  determination  of 
this  case,  the  plaintiff  be  permitted  to  file  with  said  Public 
Utilities  Commission  a  flat  rate  of  fare  of  at  least  lO^4  cash, 


or  4  tokens  for  30<*,  with  existing  transfer  arrangements, 
or  other  reasonable  and  adequate  rates,  to  be  ascertained 
by  the  Court  herein,  and  that  pending  such  final  hearing 
the  said  Public  Utilities  Commission  be  enjoined  and  re¬ 


strained  from  disapproving  any  such  rate. 

4.  That  this  Honorable  Court  will  examine  and  inquire 
into  and  determine  the  reasonableness,  lawfulness  and  ade¬ 


quacy  of  the  rates  of  return,  and  the  rates,  tolls  and  charges 
prescribed  by  the  Public  Utilities  Commission  in  existing 
orders;  that  said  Order  No.  807  dated  November  13,  1929, 
be  vacated  and  set  aside;  that  the  Court  by  proper  decree 
or  order  will  vacate  and  set  aside  existing  Order  No.  462 
as  unreasonable  and  conliscatorv,  and  perm*i  a  uniform 
charge  of  10^  cash  with  4  tokens  sold  for  30^  on  all  street 
railway  lines  in  the  District  of  Columbia,  notwithstanding 
any  existing  order  or  provision  of  law  to  the  contrary,  and 
permit  the  plaintiff  to  charge  such  rates  of  fare  on  street 
car  and  feeder  bus  lines,  with  free  transfers  between  in¬ 


tracompany  car  lines  to  those  passengers  paying  ten  cents 
cash  fare  or  such  token  fare,  and  with  free  transfers  be¬ 
tween  intracompanv  car  lines  and  bus  lines,  or  between 
intersecting  intracompany  bus  lines,  to  those  passengers 
paying  ten  cents  cash  fare,  but  subject  to  the  exception  that 
the  rates  of  fare  on  the  Burleith-Trinidad  bus  line,  Rhode 
Island  Avenue  Coach  Line,  Bunker  Hill  Road-lOth  and 
E  Streets  bus  line,  Massachusetts  Avenue  bus  line  and 
Foxall-Potomac  Heights  bus  line,  and  other  charges  shall 
continue  as  at  present. 

160  5.  That  the  plaintiff  may  have  such  other  and  fur¬ 

ther  relief,  both  general  and  special,  as  the  nature 
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of  the  case  may  require,  and  to  this  Honorable  Court  may 
seem  meet  and  proper. 

WASHINGTON  RAILWAY  &  ELECTRIC 
COMPANY, 

By  WM.  F.  HAM,  j 

President. 

S.  R.  BOWEN, 

JNO.  S.  BARBOUR  (B),  | 

Counsel  for  Plaintiff. 

i 

i 

District  of  Columbia,  ss: 

I,  Wm.  F.  Ham,  being  first  duly  sworn  according  to  law, 
on  oath  depose  and  say,  that  1  am  President  of  tlie  Wash¬ 
ington  Railway  &  Electric  Company,  that  I  have  read  the 
foregoing  bill  by  me  subscribed,  and  know  the  |  contents 
thereof,  that  the  matters  and  things  therein  statjed  as  of 
my  personal  knowledge  are  true,  and  those  stated! upon  in¬ 
formation  and  belief,  I  believe  to  be  true. 

WM.  F.  HAM. 

Subscribed  and  sworn  to  before  me  this  6th  day  of  De¬ 
cember,  1929. 

|  NOTARIAL  SEAL.]  CHAS.  J.  BIG  HAM, 

Notary  Public,  D.  C. 

(Here  follows  Exhibit  No.  1,  marked  page  lfcl.) 

162  Note.  | 

Exhibit  No.  2  is  the  same  as  Plaintiff’s  Exhibit j“K”  at¬ 
tached  to  Bill  of  Complaint  in  Equity  No.  50618.  ! 

163  Exhibit  No.  3. 


Before  the  Public  Utilities  Commission  of  the  District  of 

Columbia. 

j 

Formal  Case  No.  205. 

In  re  Application  of  The  Capital  Traction  Company  for 

Increased  Rates  of  Fare. 

Answer  of  the  Washington  Railway  &  Electric  Company. 

To  the  Public  Utilities  Commission  of  the  District  of  Co¬ 
lumbia  : 

! 

Pursuant  to  Order  No.  756  entered  in  this  cas^  on  June 
17,  1929,  the  Washington  Railway  and  Electric  Company 
10— 5316a 
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for  answer  to  the  petition  of  The  Capital  Traction  Com¬ 
pany,  or  so  much  thereof  as  it  is  advised  is  material  for  it 
to  answer,  savs : 

7  V 

1.  On  information  and  belief  it  believes  the  fair  value  of 
the  property  used  and  useful  for  operation  of  The  Capital 
Traction  Company  in  the  District  of  Columbia  as  of  Janu¬ 
ary  1,  1925,  is  as  stated  in  paragraph  1  of  said  petition. 
As  to  the  other  matters  therein  stated  it  has  no  knowledge, 
though  it  believes  the  statements  to  be  true. 

2.  It  also  believes  to  be  true  the  allegations  of  para¬ 
graph  2,  that  since  the  aforesaid  valuation  there  has  been 
no  material  change  in  the  cost  of  materials  and  labor  in¬ 
volved  in  the  construction  or  reproduction  of  the  Com¬ 
pany’s  physical  property. 

3.  4,  5  and  6.  This  respondent  has  no  special  knowledge 
as  to  the  matters  stated  in  paragraphs  3,  4,  5  and  6  of  the 
Petition,  and,  therefore,  neither  admits  nor  denies,  though 

it  believes  them  to  be  true. 

164  7.  This  respondent  believes  to  be  true  the  allega¬ 

tion  in  this  paragraph,  reading: 

“Since  the  fixing  of  the  existing  rates  of  fare  in  March 
1922,  conditions  affecting  transportation  by  street  railway 
lines  have  markedly  changed;  wages  have  increased;  and 
the  number  of  passengers  and  revenue  therefrom  have 
greatly  diminished.” 

It  has  no  particular  knowledge  as  to  the  effect  of  such 
changes  on  the  revenues  of  The  Capital  Traction  Com¬ 
pany,  although  it  believes  that  the  figures  therein  stated 
are  correct. 

8.  This  respondent  believes  the  allegations  of  paragraph 
8  of  the  petition  to  be  true. 

9.  This  respondent  believes  the  statements  of  fact  con¬ 
tained  in  paragraph  9  of  said  petition  to  be  true,  and  unites 
in  the  allegations  therein  contained. 

10.  This  respondent  has  no  accurate  information  as  to 
the  exact  effect  of  the  fare  proposed  on  the  revenues  of 
The  Capital  Traction  Company,  though  it  believes  the  state¬ 
ments  contained  in  paragraph  10  to  be  true. 

11.  Now  answering  generally  the  said  petition  and  the 
matters  therein  involved  so  far  as  they  concern  this 
respondent,  it  says  as  follows : 
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( a )  That  the  fair  value  of  the  property  of  this  respondent 
(including  the  City  and  Suburban  Railway  of  'Washing¬ 
ton  and  Georgetown  and  Tennallytown  Railway  Company 
since  purchased  by  and  now  consolidated  with  this  com¬ 
pany)  used  and  useful  for  electric  railway  operations  within 

the  District  of  Columbia,  exclusive  of  Materials  and 

165  Supplies  and  Working  Capital,  as  determined  by 
the  Public  Utilities  Commission  as  of  July!  1,  1914, 

was  $14,530,000.00;  further,  that  the  net  additions  to  in¬ 
vestment  in  respondent’s  properties  from  July  1,  1914  to 
June  30,  1919,  inclusive,  as  determined  by  the  Public  Utili¬ 
ties  Commission  were  $1,046,368.14;  further,  thatj  the  al¬ 
lowance  of  Materials  and  Supplies  and  Working!  Capital 
as  of  June  30, 1919,  as  found  by  said  Commission,  was  $530,- 
000.00.  Therefore,  the  fair  value  of  the  properties  of  the 
respondent  as  of  June  30,  1919,  as  determined  by  the  Pub¬ 
lic  Utilities  Commission,  was  $16,106,368.14.  Furthermore, 
this  respondent  states  that  there  should  be  addej  to  the 
above  $16,106,368.14  the  sum  of  $126,453.31,  representing 
certain  omissions  of  property  made  by  said  Commission 
and  which  it  heretofore  has  recognized,  specifically  in  Mur¬ 
ray  Exhibit  No.  127,  Formal  Case  No.  201,  page  $64,  line 
20.  This  respondent  further  states  that  there  should  also 
be  added  to  the  said  $16,106,368.14  the  net  additions  to  in¬ 
vestment  in  respondent’s  properties  (including  the  City 
and  Suburban  Railway  of  Washington  and  the  George¬ 
town  and  Tennallytown  Railway  Company)  from  June  30, 
1919  to  December  31,  1928,  of  $2,989,908.85 ;  this  respondent 
further  states  there  should  be  a  deduction  from  said  $16,- 
106,368.14  of  the  sum  of  $11,830.91,  being  the  difference  be¬ 
tween  allowance  for  Materials  and  Supplies  and  forking 
Capital  as  of  June  30,  1919,  and  that  of  December  31,  1928; 
by  reason  whereof  this  respondent  further  states  that  based 
upon  the  fair  value  determined  by  the  Public  Utilities  Com¬ 
mission  as  of  July  1,  1914,  and  according  to  the !  records 
of  said  Public  Utilities  Commission,  the  fair  value 

166  of  the  properties  of  the  Washington  Railway  and 
Electric  Company  used  and  useful  for  operations 

within  the  District  of  Columbia  as  of  December  31,  1928, 
was  $19,210,899.39. 

( b )  This  respondent  further  states  that  since  the  afore¬ 
said  valuation  of  its  property  as  of  July  1,  1914,  by  said 
Commission,  there  have  been  very  material  increases  in 
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the  cost,  and  value  of  materials  and  labor  embraced  in  the 
construction  or  reproduction  of  the  respondent's  physical 
property  used  and  useful  for  its  operations  within  the  Dis¬ 
trict  of  Columbia,  and  this  respondent  is  entitled  to  a 
reasonable  return  upon  such  increased  value,  but  for  the 
purpose  of  this  hearing-  the  sum  stated  of  $19,210,899.30 
should  be  taken  as  the  minimum  fair  value  of  the  proper¬ 
ties  of  this  respondent  used  and  useful  for  street  railway 
and  bus  operations  within  the  District  of  Columbia;  how¬ 
ever,  without  waiver  and  without  prejudice  to  any  of  the 
rights  or  claims  of  this  respondent  in  appeals  taken  from 
the  valuations  heretofore  ascertained  by  said  Commission 
and  pending  in  the  Supreme  Court  of  the  District  of  Co¬ 
lumbia  in  the  cases  of  Citv  &  Suburban  Kail  wav  v.  Public 

*  •• 

Utilities  Commission,  Xo.  37,449,  Georgetown  &  Tennally- 
town  Railway  Co.  v.  Public  Utilities  Commission,  Xo.  37,- 
450  and  Washington  Railway  &  Electric  Co.  v.  Public  Utili¬ 
ties  Commission,  Xo.  37,451. 

This  respondent  further  shows  that  as  a  minimum  it  is 
entitled  to  a  reasonable  return  upon  the  said  fair  value 
ascertained  as  aforesaid,  and  upon  which  it  has  failed  to 
earn  a  reasonable  return  from  the  time  said  value  was 
originally  ascertained  down  to  the  present. 

167  (c)  This  respondent  further  states  that  the  reve¬ 

nues  from  its  operations  within  the  District  of  Co¬ 
lumbia,  its  operating  expenses,  rentals,  taxes  and  deprecia¬ 
tion,  and  income  available  for  return  upon  fair  value  of  its 
property  determined  in  the  manner  aforesaid  during  the 
calendar  years  1928  and  1927,  were  as  follows: 


102S. 

Operating  revenues  .  $5,192,353.46 

Operating  expenses,  rentals, 
taxes  and  depreciation  ....  4,417,164.75 

Income  available  for  return 

on  fair  value .  775,188.71 

Fair  value,  January  1st .  18,961,266.28 

Percentage  return  on  fair 
value  .  4.09% 


1027. 

$5,258,688.88 

4,518,822.54 

739,866.34 

18,794,814.17 

3.94% 


( d )  This  respondent  further  states  that  the  revenues  from 
its  operations  within  the  District  of  Columbia,  its  operating 
expenses,  rentals,  taxes  and  depreciation,  and  income  avail¬ 
able  for  return  upon  fair  value  of  its  property  determined 
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in  the  manner  aforesaid  during  the  twelve  months  ending 
April  30,  1929,  were  as  follows:  I 


4,447,687.35 

752,416.46 


Operating  revenues .  $5, $00, 103.81 

Operating  expenses,  rentals,  taxes  and  de¬ 
preciation  . 

Income  available  for  return  on  fair  value.  .  .  . 

Which  is  3.92  per  cent  on  fair  value,  based 
upon  the  fair  value  as  determined  by  the 
Public  Utilities  Commission  as  of  July  1, 

1914,  and  according  to  the  records  of  the  j 
said  Public  Utilities  Commission,  as  of  De¬ 
cember  31,  1928  . $19,210,899.39 

i 

168  (c)  This  respondent  further  states  that!  the  rate 

of  return  upon  the  fair  value  of  its  property  de¬ 
termined  in  the  manner  aforesaid  for  the  calendar  years 
1928  and  1927,  which  as  aforesaid  was  but  4.09  j  and  3.94 
per  cent,  respectively,  was  totally  inadequate,  ijmreason- 
ablc  and  confiscatory  of  its  property  and  rights,  ijy  reason 
of  which  this  respondent  has  been  deprived  and  is  being  de¬ 
prived  of  its  rights  and  of  due  process  of  law  guaranteed 
to  it  bv  flic  Constitution  of  the  United  States. 

-  I 

(/)  This  respondent  further  states  that  the  rate  of  re¬ 
turn  upon  tlie  fair  value  of  its  property  determined  in  the 
manner  aforesaid  for  the  twelve  months  ending  April  30, 
1929,  which  as  aforesaid  was  but  3.92  percent,  was  totally 
inadequate,  unreasonable  and  confiscatory  of  its  property 
and  rights,  by  reason  of  which  this  respondent  has!  been  de¬ 
prived  and  is  being  deprived  of  its  rights  and  of  jdue  pro¬ 
cess  of  law  guaranteed  to  it  by  the  Constitution  of  the 
United  States.  ; 

(g)  This  respondent  further  states  that  since  1922,  dur¬ 
ing  which  year  the  existing  rates  were  established,  it  has 
never  earned  a  fair  return  upon  the  fair  value  of  its  prop¬ 
erty  determined  in  the  manner  aforesaid,  said  ratjes  of  re¬ 
turn  varying  from  4.34  to  3.86  per  cent  per  annum. 

(Jt)  This  respondent  further  alleges  that  the  prebent  rate 
of  fare  deprives  it  of  its  legal  and  equitable  right  to  a  fair 
return  for  the  use  of  its  property,  and  if  continued  its  prop¬ 
erty  will  continue  to  be  confiscated  and  used  by  the  public 
without  just  compensation,  and  contrary  to  its  rights  under 
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the  Constitution  of  the  United  States  and  without  due 
process  of  law. 

169  (i)  This  respondent  further  states  that  a  uniform 
rate  of  fare  of  ten  cents  (10^)  cash  with  four  tokens 

sold  for  thirty  cents  (30^f)  on  street  car  and  feeder  bus 
lines,  with  free  transfers  between  intracompany  car  lines 
to  those  passengers  paying  ten  cents  cash  fare  or  such 
token  fare,  and  with  free  transfers  between  intracompany 
car  lines  and  bus  lines  or  between  intersecting  intracom¬ 
pany  bus  lines  to  those  passengers  paying  ten  cents  (10^) 
cash  fare,  and  subject  to  the  exception  that  the  rates  of  fare 
on  the  Burleith-Trinidad  bus  line,  Rhode  Island  Avenue 
Coach  Line,  Bunker  Hill  Road-lOth  &  E  Streets  bus  line, 
Massachusetts  Avenue  bus  line  and  Foxall-Potomac  Heights 
bus  line  and  other  charges  shall  continue  as  at  present, 
would  yield  less  than  a  fair  return  on  the  fair  value  of  its 
property,  determined  in  the  manner  aforesaid. 

Wherefore  this  respondent  having  answered,  unites  in 
the  prayer  of  said  petitioner,  with  the  exception  stated  in 
the  last  preceding  section,  and  for  such  other  and  further 
relief  as  may  be  proper  in  the  premises. 

Respectfully  submitted, 

WASHINGTON  RAILWAY  &  ELECTRIC 
COMPANY, 

By  W.  F.  HAM, 

President. 

Filed  July  1,  1929. 

170  Note. 

Exhibit  No.  4  is  the  same  as  Plaintiff’s  Exhibit  “Ou  at¬ 
tached  to  Bill  of  Complaint  in  Equity  No.  50618. 

171  Copy. 

Before  the  Public  Utilities  Commission  of  the  District  of 

Columbia. 

Formal  Case  No.  205. 

In  the  Matter  of  the  Application  of  The  Capital  Traction 
Company  for  Increased  Rates  of  Fare  on  Its  Lines. 

Notice  of  Dissatisfaction  and  Notice  of  Intention  to  Appeal. 

The  Washington  Railway  &  Electric  Company  respect¬ 
fully  shows  that  Order  No.  807  of  the  Public  Utilities  Com- 
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mission  in  the  above  entitled  cause,  denying  relief  to  the 
Washington  Railway  &  Electric  Company  for:  increased 
fares  upon  its  lines  and  other  street  railways  operating  in 
the  District  of  Columbia,  is  unlawful,  inadequate  and  un¬ 
reasonable,  and  that  the  effect  thereof  is  to  continue  in  force 
the  present  inadequate  and  confiscatory  rates  and  deprive 
the  Washington  Railway  &  Electric  Company  of  its  prop¬ 
erty  and  rights  without  just  compensation  and  due  process 
of  law,  guaranteed  to  it  by  the  Constitution  of  the  United 
States,  and  the  same  should  be  set  aside,  vacated  and  modi¬ 
fied,  because  the  findings  of  the  Commission  and  the  said 
Order,  among  other  things,  are  erroneous,  unsubstantial 
and  contrary  to  the  evidence  and  to  the  law  and  the  said 
Washington  Railway  &  Electric  Company  hereby  gives  no¬ 
tice  of  its  appeal  to  the  Supreme  Court  of  the  District  of 
Columbia  from  said  findings  and  order,  upon  j  the  same 
record  as  it  now  stands  before  you  and  which  it  asks  that 
you  transmit  to  said  Court  in  accordance  with  the  pro¬ 
vision  of  the  Act  approved  March  4,  1913. 

Dated  this  9th  dav  of  December,  1929. 

WASHINGTON  RAILWAY  &  ELECTRIC 
COMPANY.  I 

S.  R.  BOWEN,  ! 

JNO.  S.  BARBOUR,  B. 

Attorneys. 

172  Filed  December  20,  1929.  I 

In  the  Supreme  Court  of  the  District  of  Columbia,  Holding 

an  Equity  Court. 

Equity.  No.  50619.  ! 

Washington  Railway  &  Electric  Company,  a  j  Corpora¬ 

tion,  14th  &  C  Streets  N.  W.,  Plaintiff, 

vs. 

i 

The  Public  Utilities  Commission  of  the  District  of  Co¬ 
lumbia,  an  Alleged  Body  Corporate,  District !  Building, 
and  Mason  M.  Patrick,  Harleigh  H.  Hartment,!  and  Wil¬ 
liam  B.  Ladue,  Members  of  the  said  Public  Utilities  Com¬ 
mission,  District  Building,  and  The  Capital  Traction 
Company,  a  Body  Corporate,  36th  &  M  Streets  N.  W., 
Defendants. 

Motion  to  Dismiss  Bill  of  Complaint.  \ 

And  now  come  the  defendants,  the  Public  Utilities  Com¬ 
mission  of  the  District  of  Columbia  and  Mason  M.  Patrick,  * 
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Harleigli  II.  Hartman  and  "William  B.  Ladue,  members  of 
the  said  Public  Utilities  Commission,  and  move  the  Court 
to  dismiss  the  bill  of  complaint  herein  upon  the  grounds 
following: 


1.  That  it  appears  from 
order  of  these  defendants 

order. 


said  bill  of  complaint  that  the 
complained  of  is  not  a  final 


2.  That  it  appears  from  said  bill  of  complaint  that  plain¬ 
tiff  had  not  exhausted  its  remedies  before  the  Public  Utili¬ 


ties  Commission  for  the  reason  that  these  defendants,  by 
their  order  here  complained  of  found  that  plaintiff  failed 
to  prove  to  these  defendants  the  present  value  of  its  (plain¬ 
tiff’s)  properties,  and  granted  plaintiff  leave  to  present. 

further  evidence  of  said  value,  and  it  does  not  appear 
173  from  the  bill  of  complaint  that  plaintiff  has  availed 
itself  of  such  permission. 

WILLIAM  W.  BRIDE, 

Corporation  Counsel,  D.  C.; 

VERNON  E.  WEST, 

Principal  Asst.  Corporation  Counsel, 

!  Attorneys  for  Defendants, 

Public  Utilities  Commission , 

District  Building. 


Messrs.  Bowen  &  Barbour, 
Attornevs  for  Plaintiff: 


Please  take  notice  that  the  foregoing  motion  will  be 
calendared  for  hearing  on  Fridav,  Januarv  3,  1930  at  10 
o'clock  A.  M.  or  as  soon  thereafter  as  counsel  mav  be  heard. 

WILLIAM  W.  BRIDE, 

Corporation  Counsel,  D.  C.; 

VERNON  E.  WEST, 

Principal  Asst.  Corporation  Counsel, 

i  Attorneys  for  Defendants , 

Public  Utilities  Commission, 

District  Building. 
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174  Filed  March  20,  1930. 

j 

In  the  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  50619. 

i 

Washington  Railway  and  Electric  Company,  a  Corpora¬ 
tion,  Plaintiff, 

i 

vs. 

i 

Public  Utilities  Commission  of  the  District  of  Columbia, 
an  Alleged  Body  Corporate,  and  Mason  M.  Patrick, 
Harleigh  II.  Hartman,  and  William  B.  Ladue,  Constitut¬ 


ing  the  said  Public  Utilities  Commission  of  the: 


of  Columbia,  Defendants. 

Order. 


District 


Upon  consideration  of  the  motion  of  Richmond  l£.  Keecli, 
People's  Counsel,  Public  Utilities  Commission  of  the  Dis¬ 
trict  of  Columbia,  made  in  open  court  this  20tli  day  of 
March,  1930,  it  is,  this  20th  day  of  March,  1930;  j 
Ordered:  That  the  said  Richmond  B.  Keecli,  People's 
Counsel,  Public  Utilities  Commission,  be  and  he  ik  hereby 
granted  leave  to  enter  his  appearance  in  the  above!  entitled 
cause  for  and  on  behalf  of  the  people  of  the  District  of 
Columbia,  as  provided  in  section  3  of  the  Act  of  Congress 
approved  December  15,  1926  (Public  No.  529,  Gfjtli  Con¬ 
gress),  amending  the  Act  of  March  4,  1913  (Public*  No. 
435,  62nd  Congress),  with  leave  to  file  such  intervening 
petition,  motion,  or  pleading  as  he  may  be  advised,  or  to 
present  by  oral  argument  or  otherwise  the  interests  of  the 
people  of  the  District  of  Columbia  as  they  shall!  to  him 
appear  to  be. 

ALFRED  A.  WHEAT, 

Justice. 


j 

i 


i 

i 
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175  Filed  March  25,  1930. 

In  the  Supreme  Court  of  the  District  of  Columbia,  Holding 

an  Equity  Court. 

Equity.  No.  50619. 

Washington  Railway  &  Electric  Company,  231 14th  Street 

N.  W.,  Plaintiff, 


v. 

Public  Utilities  Commission  of  the  District  of  Columbia 

et  al.,  Defendants. 

Order. 

Upon  consideration  of  the  Motion  of  the  defendants  to 
dismiss  the  bill  of  plaintiff  filed  herein,  it  is  this  25"  day 
of  March  1930, 

Ordered  that  said  Motion  be,  and  the  same  is  hereby, 
denied;  and  the  defendants  and  People’s  Counsel  are  hereby 
ordered  to  file  their  answers  to  the  bill  on  or  before  the 
1st  day  of  May,  1930  and  it  is  further  ordered  that  this 
cause  be  set  for  hearing  on  the  12th  day  of  May,  1930. 

Bv  the  Court : 

i  ALFRED  A.  WHEAT, 

Justice. 

To  the  above  order  the  defendants  and  People’s  Counsel 
in  open  Court  note  an  exception. 

Exception  granted. 

By  the  Court : 

ALFRED  A.  WHEAT, 

Justice. 
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176  Filed  May  5,  1930. 

I 

In  the  Supreme  Court  of  the  District  of  Columbia. 

| 

Equity.  No.  50619. 

j 

The  Washington  Railway  &  Electric  Company!,  a  Cor¬ 
poration,  Plaintiff,  j 

v.  j 

i 

The  Public  Utilities  Commission  of  the  District  of 
Columbia,  an  Alleged  Body  Corporate,  and  Mason  M. 
Patrick,  Harleigh  H.  Hartman,  and  William  B.  Ladue, 
Members  of  the  said  Public  Utilities  Commission,  Dis¬ 
trict  Building,  Defendants. 

i 

Answer  of  People's  Counsel  to  Bill  of  Complaint. 

\ 

i 

Richmond  B.  Keech,  in  his  capacity  as  People’s  Counsel 
of  the  District  of  Columbia,  having  first  obtained; leave  of 
Court  to  intervene  in  the  above  entitled  cause,  fob  and  on 
behalf  of  the  people  of  the  District  of  Columbia, |  for  an¬ 
swer  to  so  much  of  said  bill  as  he  deems  material^  says: 

1.  He  admits  the  averments  of  paragraph  one  of  the 
bill  of  complaint,  with  the  exception  of  the  averment  that 
plaintiff  is  the  owner  of  valuable  easements  and  franchises 
in  the  public  streets  and  elsewhere,  as  to  which  averment 
he  says  he  is  without  knowledge,  and  as  to  which  he  is  in¬ 
formed  and  believes  and  therefore  avers  the  Commission 
is  also  without  knowledge,  but  he  does  admit  that  plaintiff 
exercises  certain  franchises  granted  for  the  use  of  jthe  pub¬ 
lic  streets  in  the  District  of  Columbia. 

2.  He  denies  that  the  Public  Utilities  Commission  of  the 
District  of  Columbia  is  a  corporation,  and  that  said  Public 
Utilities  Commission  has  a  corporate  seal,  and  is|  capable 

of  suing  and  being  sued  in  a  corporate  name  but  he 

177  admits  that  the  defendants  Mason  M.  Patrick,  Har¬ 
leigh  H.  Hartman  and  William  B.  Ladue,  constitute 

the  Public  Utilities  Commission  of  the  District  of  Columbia, 
and  as  such  have  a  seal. 

3.  He  is  advised  that  the  averments  of  paragraph  three, 
of  the  bill  of  complaint,  are  conclusions  of  law  which  he 
is  not  required  to  answer. 
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4.  He  admits  the  averments  of  paragraph  four  of  the 
bill  of  complaint,  except  the  averment  the  ex  parte  in¬ 
vestigations  referred  to  .had  for  their  ultimate  purpose  the 
ascertainment  of  the  amount  of  money  expended  in  the 
construction  of  each  of  the  public  utilities  in  the  District 
of  Columbia,  which  allegation  he  denies,  and  avers  on  the 
contrary  that  the  ultimate  purpose  of  said  investigation 
was  to  determine  the  fair  value  of  each  of  said  public 
utilities  for  rate  making  purposes. 

5.  He  admits  the  averments  of  paragraph  five  of  the  said 
bill  of  complaint,  with  the  exception  of  the  averment  that 
the  evidence  offered  at  the  hearings  therein  referred  to 
shows  that  the  properties  of  the  plaintiff  and  its  subsidi¬ 
aries,  the  City  and  Suburban  Kailway  Companies  of  Wash¬ 
ington,  and  the  Georgetown  and  Tennallvtown  Railway 
Company  were  worth  in  excess  of  $29,656,283.62  as  of  July 
1,  1916,  or  as  of  any  other  date,  which  allegation  he  denies. 

6.  lie  is  advised  that  the  allegations  of  the  first  para¬ 
graph  of  paragraph  numbered  six  of  the  bill  of  complaint 
are  conclusions  of  law  which  he  is  not  required  to  answer. 

He  admits  the  averments  of  the  second  paragraph  of 
paragraph  numbered  six,  insofar  as  material  and  relevant, 
and  avers  that  the  plaintiff  at  the  time  of  hearing  before 
the  Public  Utilities  Commission  in  Case  205,  stated  It  would 


stand  for  the  purposes  of  this  case  on  valuation  lixed  by 
said  Public  Utilities  Commission  as  of  1919. 

7.  lie  admits  the  averments  of  paragraph  seven 
178  of  the  bill  of  complaint,  except  the  allegations  that 
the  valuations  therein  referred  to  were  inadequate 
or  confiscatorv,  which  allegations  he  denies. 

8.  He  admits  the  averments  of  the  first  paragraph  of 
the  paragraph  numbered  eight  of  the  bill  of  complaint, 
with  the  exception  of  the  averment  that  the  Capital  Trac¬ 
tion  Company  is  the  owner  of  valuable  easements  and 
franchises  in  the  streets  of  the  District  of  Columbia  and 
elsewhere,  as  to  which  averments  he  says  he  is  without 
knowledge,  and  as  to  which  averments  he  is  informed  and 
believes  and  therefore  avers  the  Commission  is  also  with¬ 
out  knowledge,  but  admits  that  the  Capital  Traction  Com¬ 
pany  exercises  certain  franchises  granted  to  use  certain 
streets  in  the  District  of  Columbia. 

He  admits  the  second  paragraph  of  paragraph  numbered 
eight,  of  the  bill  of  complaint,  with  the  exception  of  the 
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averment  that  the  plaintiff,  by  its  answer  in  said  proceed¬ 
ings  requested  an  increase  on  its  lines  similar  tb  the  in¬ 
crease  requested  by  the  Capital  Traction  Company,  which 
allegation  he  denies. 

He  admits  that  the  Public  Utilities  Commission  set  the 
case  of  said  the  Capital  Traction  Company  for  hearing 
on  July  29,  1929,  and  the  hearing  continued  with  fbw  inter¬ 
ruptions,  until  October  27,  1929,  and  that  at  such!  hearing 
the  plaintiff  herein  appeared  and  introduced  evidence  but 
he  denies  that  such  evidence  established  the  facts  alleged 
in  sub-paragraphs  lettered  e  to  h,  inclusive,  of  tjie  third 
paragraph  of  paragraph  numbered  eight  of  the  bill  of  com¬ 
plaint. 

He  denies  the  averments  of  the  fourth  paragraph  of 
paragraph  numbered  eight,  of  the  bill  of  complaint. 

He  denies  the  averments  of  the  fifth  paragraph  bf  para¬ 
graph  numbered  eight,  of  the  bill  of  complaint. 

He  admits  the  averments  of  the  sixth  paragraph  |of  para¬ 
graph  numbered  eight,  and  states  that  said  corn- 
179  panics  are  not  being  operated  as  economically  as 
can  be  reasonably  effected  under  conditions  imposed 
bv  existing  law,  and  avers  that  bv  said  Act  of  Congress 
approved  March  4,  1925  (43  Stats.  1265)  the  railwfay  com¬ 
panies  operating  in  the  District  of  Columbia  wfere  au¬ 
thorized  and  empowered  to  merge  or  consolidate,  ivitli  the 
proviso  that  no  merger  should  be  finally  consummated 
until  the  same  is  approved  by  a  joint  resolution  ;of  Con¬ 
gress. 

He  denies  the  averments  of  the  seventh  paragraph  of 
paragraph  numbered  eight. 

He  denies  the  averments  of  the  eighth  paragraph  of 
paragraph  numbered  eight. 

He  avers  that  the  averments  of  the  ninth,  teritli,  and 
eleventh  paragraph-  of  the  paragraph  numbered  eight  are 
conclusions  of  law  which  he  is  not  required  to  answer. 

9.  He  denies  the  averments  of  the  first  paragraph  of 
paragraph  numbered  nine,  of  the  bill  of  complaint,  and 
further  avers  that  protestants  did  appear  at  said  pro¬ 
ceeding,  and  one  of  said  protestants  made  a  motion  for 
a  revaluation  of  plaintiff’s  property,  which  motion  is  still 
pending. 

He  admits  that  the  present  price  levels  are  above  those 
of  1914,  but  denies  the  remaining  averments  of  the  sec- 
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ond  paragraph  of  paragraph  numbered  nine,  of  the  bill  of 
complaint. 

He  further  avers  that  the  annual  reports  and  other  ac¬ 
counting  documents  of  which  the  Commission  took  judicial 
notice  disclosed  improprieties  in  the  allocation  as  between 
capital  and  operating  expense  accounts  of  many  entries 
not  specifically  referred  to  in  the  testimony.  He  further 
avers  that  the  present  value  cannot  be  determined  by  the 
addition  of  net  additions  and  betterments  to  a  value  de¬ 
termined  as  of  a  date  long  since  past;  that  since  the  year 
1921  costs  of  construction,  cost  of  obtaining  money, 
180  duration  of  construction  and  interest  during  con¬ 
struction,  amount  of  overhead  charges  and  numer¬ 
ous  other  valuation  factors  have  decreased,  whereas  the 
efficiencv  of  construction  methods  and  of  labor  have  in- 
creased.  He  further  avers  that  the  amount  of  accrued  de¬ 
preciation  can  only  be  ascertained  by  inspection  of  the 
properties,  and  the  record  discloses  and  he  avers  the  fact 
to  be  that  plaintiff  ’s  properties  are  in  a  depreciated  condi¬ 
tion  ;  that  the  amount  of  said  depreciation  is  unknown.  He 
further  avers  that  the  evidence  discloses  amounts  of  over¬ 
heads  not  retired  from  fair  value  in  connection  with  aban¬ 
donments  and  replacements ;  that  the  amount  of  cash  work¬ 
ing  capital  set  up  in  plaintiff’s  account  is  excessive.  He 
further  avers  that  the  general  trend  in  the  cost  of  value 
of  materials  and  labor  embraced  in  the  physical  properties 
of  plaintiff  has  been,  since  the  year  1921,  and  now  is,  down¬ 
ward. 

10.  He  is  advised  that  the  averments  of  the  first  para¬ 
graph  of  the  paragraph  numbered  ten,  of  the  bill  of  com¬ 
plaint,  are  conclusions  of  law  which  he  is  not  required  to 
answer. 

He  admits  that  the  petition  of  the  Capital  Traction  Com¬ 
pany,  filed  with  these  defendants,  asked  the  same  unit  rate 
of  fare  requested  shall  apply  to  all  other  street  railways 
operated  within  the  District  of  Columbia,  including  the 
lines  of  plaintiff,  in  which  request  the  plaintiff  herein 
united,  but  denies  plaintiff  asked  for  similar  relief,  and 
avers  that  the  rates  sought  by  the  two  companies  differed 
as  to  charges  to  passengers  securing  intra-company  trans¬ 
fers  between  busses,  or  street  cars  and  busses.  He  admits 
that  plaintiff  and  the  Capital  Traction  Company  offered 
evidence  respecting  the  matters  and  things  alleged  in  the 
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second  paragraph  of  paragraph  numbered  ten,  of  ;  the  bill 
of  complaint,  but  he  denies  that  such  evidence  constituted 
proof. 

He  admits  the  making  of  the  orders  alleged  in  the  third 
paragraph  of  paragraph  numbered  ten,  of  the  bill 

181  of  complaint,  but  avers  that  these  orders  speak  for 
themselves. 

He  admits  the  averments  of  the  fourth  paragraph  of 
paragraph  numbered  ten,  of  the  bill  of  complaint^ 

He  further  avers  that  at  the  present  time  it  is  not  neces¬ 
sary  either  in  the  public  interest,  or  for  the  protection  of 
the  plaintiff  company,  or  the  Capital  Traction  Company 
that  the  rate  of  fares  charged  by  street  railroad  companies 
should  be  uniform. 

11.  He  admits  the  making  of  the  Order  No.  807,  and  avers 
that  such  order  speaks  for  itself,  and  denies  that!  the  ef¬ 
fect  of  said  order  is  as  stated.  He  denies  that  no  j  merger 
of  plaintiff  and  the  Capital  Traction  Company  whs  ever 
authorized,  but  on  the  contrary  avers  that  by  Act  of  Con¬ 
gress  approved  March  4,  1925  (43  Stats.  1265)  the  street 
railway  companies  operating  in  the  District  of  Columbia 
were  authorized  and  empowered  to  merge  or  consolidate, 
with  the  proviso  that  no  merger  shall  be  finally  consum¬ 
mated  until  the  same  is  approved  by  a  joint  resolution  of 
Congress. 

He  admits  that  a  plan  of  merger  was  agreed  upon  by 
the  plaintiff  and  the  Capital  Traction  Company,  which  was 
approved  by  the  Public  Utilities  Commission,  and  that  Con¬ 
gress  failed  to  authorize  its  consummation,  and  to  indicate 
any  alternate  plan  which  would  be  authorized,  but  he  avers 
that  the  present  Commission  subsequently  disapproved 
said  plan  or  merger,  and  on  the  7th  day  of  December,  1929, 
submitted  to  Congress  for  its  approval  a  new  unification 
or  merger  agreement,  serving  copies  of  said  proposed  uni¬ 
fication  agreement  on  the  plaintiff  company,  and  the  Capi¬ 
tal  Traction  Company.  j 

12.  He  is  advised  that  the  first  paragraph  of  paragraph 
numbered  twelve,  of  the  bill  of  complaint,  sets  forth!  a  mat¬ 
ter  of  law,  which  he  is  not  required  to  answer. 

He  admits  that  the  plaintiff  is  dissatisfied  with  said 
order  No.  807,  but  is  without  knowledge,  and  is  in- 

182  formed  and  believes  and  therefore  avers  that  the 
Commission  is  also  without  knowledge,  of  the 


i 

i 
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grounds  for  its  dissatisfaction.  He  denies  the  remaining 
averments  of  paragraph  twelve  of  the  bill  of  complaint. 

13,  14,  15,  16,  17  and  18.  He  denies  the  averments  of 
paragraphs  thirteen,  fourteen,  fifteen,  sixteen,  seventeen 
and  eighteen  of  the  bill  of  complaint. 

He  further  avers  that  the  accounts  of  said  company  are 
erroneously  set  up  and  that  the  rate  base  of  said  com¬ 
pany  is  affected  thereby;  that  the  accounting  method  of 
this  plaintiff*  is  at  variance  with  that  of  the  Capital  Trac¬ 
tion  Company.  By  charging  most  of  its  renewals  to  op¬ 
erating  expenses  it  increases  operating  expense  accounts 
and  decreases  apparent  net  income  below  the  figure  ac- 

tuallv  available  for  return  on  the  rate  base.  This  difference 
%> 

in  accounts  is  reflected  in  the  value  figures  both  as  pre¬ 
sented  by  the  plaintiff’  and  by  the  Capital  Traction  Com¬ 


pany. 

He  further  avers  that  the  plaintiff  has  not  presented  any 
proof  of  the  present  value  of  its  properties  used  and  use¬ 
ful  in  rendering  street  railroad  service  in  the  District  of 
Columbia.  That  there  has  been  no  inventory  or  appraisal 
of  such  properties  since  1914.  That  since  September  4, 
1919,  there  have  been  extensive  abandonments  of  both 
track  and  buildings,  and  a  large  amount  of  property  now 
is  devoted  to  uses  other  than  those  at  which  said  property 
was  valued.  That  there  is  no  evidence  which  permits  a  de¬ 
termination  of  property  in  place  but  not  in  service  and  not 
retired  from  the  Company’s  accounts.  That  there  is  no 
segregation  of  bus  property  from  street  railway  property. 
That  there  is  no  allocation  of  the  value  of  property  jointly 
used  by  plaintiff  and  other  public  utilities.  That  no  part 
of  the  property  in  the  District  of  Columbia  has  been  al¬ 
located  to  Marvland  use. 

He  further  avers  that  there  is  included  in  the  figure  sug¬ 
gested  by  the  plaintiff  as  substitute  for  present  value 
183  a  large  amount  of  property  which  is  not  now  used 
for  the  purposes  for  which  it  was  used  when  the 
amount  included  in  such  figure  for  said  property  was  de¬ 
termined  and  that  the  uses  to  which  such  property  is  now 
devoted  and  changes  in  conditions  have  made  such  prop¬ 
erty  worth  less  than  the  figure  at  which  the  plaintiff  has 
included  it. 

This  intervener  avers  that  during  the  hearing  before  the 
Public  Utilities  Commission  of  the  District  of  Columbia 
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motion  was  duly  made  that  said  Commission  revalue  the 
property  of  the  plaintiff  and  the  Capital  Traction  Com¬ 
pany,  which  motion  was  not  acted  upon  by  the  |  Commis¬ 
sion;  that  said  Commission  by  order  No.  807  stated  that  it 
was  “unnecessary  at  this  time  to  rule  upon  thie  several 
motions  made  at  the  hearing”,  including  the  one  thereinbe¬ 
fore  referred  to,  for  the  reason  that  said  “proceeding  has 
been  left  open  for  taking  of  further  testimony” ;  jthat  it  is 
apparent  from  the  record  and  from  the  further!  facts  al¬ 
leged  in  this  answer  that  it  is  impossible  to  determine  the 
present  fair  value  of  plaintiff’s  property  used  ahd  useful 
for  street  railway  purposes  in  the  District  of  Columbia. 

And  now  having  fully  answered  the  said  bill  of  complaint 
herein  exhibited,  the  People’s  Counsel  prays: 

1.  That  said  bill  be  dismissed,  or 

2.  That  this  Honorable  Court  grant  the  beforementioned 
motion  for  revaluation,  and  revalue  the  property  of  the 
plaintiff  used  and  useful  for  street  railway  purposes  in  the 
District  of  Columbia,  or  remand  said  cause  to  the  Public 
Utilities  Commission  with  directions  to  revalue;  the  said 
property  of  the  plaintiff. 

RICHMOND  B.  KEEQH, 

People’s  Counsel . 


District  of  Columbia,  ss  : 

I,  Richmond  B.  Keech,  as  People’s  Counsel  of  the  Dis¬ 
trict  of  Columbia,  being  duly  sworn,  depose  and  say 
184  that  I  have  read  the  answer  by  me  subscribed  and 
know  the  contents  thereof,  that  the  matters  and 
things  therein  set  forth  upon  my  personal  knowledge  are 
true,  and  those  stated  upon  information  and  belief!  I  believe 
to  be  true. 

RICHMOND  B.  KEECH, 

People’s  Counsel. 


Subscribed  and  sworn  to  before  me  this  5th  day  of  Mav, 
1930.  i 

[seal.]  ADAM  A.  GIEBEL, 

Notary  Public,  D.  C. 


11—531 6a 
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185  Filed  Mav  5,  1930. 

In  the  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  50619. 

The  Washington  Railway  &  Electric  Company,  a  Corpo¬ 
ration,  Plaintiff, 

v. 

The  Public  Utilities  Commission  ok  the  District  of  Co¬ 
lumbia,  an  Alleged  Body  Corporate,  and  Mason  M.  Pat¬ 
rick,  Harleigh  PI.  Hartman,  and  William  B.  Ladue,  Mem¬ 
bers  of  the  said  Public  Utilities  Commission,  District 
Building,  Defendants. 

Answer  to  Bill  of  Complaint. 

Now  come  the  defendants,  the  Public  Utilities  Commis¬ 
sion  of  the  District  of  Columbia,  and  Mason  M.  Patrick, 
Harleigh  H.  Hartman,  and  William  B.  Ladue,  members  of 
the  said  Public  Utilities  Commission,  and  for  answer  to  the 
bill  of  complaint,  say: 

1.  They  admit  the  averments  of  paragraph  one  of  the 
bill  of  complaint,  with  the  exception  of  the  averment  that 
plaintiff  is  the  owner  of  valuable  easements  and  franchises 
in  the  public  streets  and  elsewhere,  as  to  which  averment 
these  defendants  sav  tliev  are  without  knowledge,  but  they 
do  admit  that  plaintiff  exercises  certain  franchises  granted 
for  the  use  of  the  public  streets  in  the  District  of  Columbia. 

2.  These  defendants  deny  that  the  Public  Utilities  Com¬ 
mission  of  the  District  of  Columbia  is  a  corporation,  and 
that  said  Public  Utilities  Commission  has  a  corporate  seal, 
and  is  capable  of  suing  and  being  sued  in  a  corporate  name 
but  they  admit  that  the  defendants  Mason  M.  Patrick,  Har¬ 
leigh  H.  Hartman  and  William  B.  Ladue,  constitute  the 
Public  Utilities  Commission  of  the  District  of  Columbia, 

and  as  such  have  a  seal. 

186  3.  These  defendants  are  advised  that  the  aver¬ 
ments  of  paragraph  three,  of  the  bill  of  complaint, 

are  conclusions  of  law  which  they  are  not  required  to  an¬ 
swer. 
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4*.  These  defendants  admit  the  averments  of  paragraph 
four  of  the  bill  of  complaint,  except  the  averment!  the  ex 
parte  investigations  referred  to  had  for  their  ultimate  pur¬ 
pose  the  ascertainment  of  the  amount  of  money  expended 
in  the  construction  of  each  of  the  public  utilities  in  the  Dis¬ 
trict  of  Columbia,  which  allegation  they  deny,  and  fiver  on 
the  contrary  that  the  ultimate  purpose  of  said  investiga¬ 
tion  was  to  determine  the  fair  value  of  each  of  said  public 
utilities  for  rate  making  purposes. 

5.  These  defendants  admit  the  averments  of  paragraph 
five  of  the  said  bill  of  complaint,  with  the  exception  of  the 
averment  that  the  evidence  offered  at  the  hearings  I  therein 
referred  to  shows  that  the  properties  of  the  plaintiff  and  its 
subsidiaries,  the  City  and  Suburban  Railway  Companies  of 
Washington,  and  the  Georgetown  and  Tennallytown  Rail¬ 
way  Company  were  worth  in  excess  of  $29,656,283.62  as  of 
July  1,  1916,  or  as  of  any  other  date,  which  allegation  they 
deny. 

6.  These  defendants  are  advised  that  the  allegations  of 
the  first  paragraph  of  paragraph  numbered  six  of! the  bill 
of  complaint  are  conclusions  of  law  which  they  ard  not  re¬ 
quired  to  answer. 

These  defendants  admit  the  averments  of  the  second  par¬ 
agraph  of  paragraph  numbered  six,  in  so  far  as  material 
and  relevant,  and  aver  that  the  plaintiff  at  the  time  lof  hear¬ 
ing  before  the  Public  Utilities  Commission  in  Case  205, 
stated  it  would  stand  for  the  purposes  of  this  casd  on  val¬ 
uation  fixed  bv  said  Public  Utilities  Commission  asiof  1919. 

*  i 

7.  These  defendants  admit  the  averments  of  paragraph 
seven  of  the  bill  of  complaint,  except  the  allegations  that 
the  valuations  therein  referred  to  were  inadequate  or  con- 
fiscatorv,  which  allegations  these  defendants  denv.  I 

8.  These  defendants  admit  the  averments  of  the  first  par¬ 

agraph  of  the  paragraph  numbered  eight  of  the  bill 
187  of  complaint,  with  the  exception  of  the  averment 
that  the  Capital  Traction  Company  is  the  owner  of 
valuable  easements  and  franchises  in  the  streets  of  the 
District  of  Columbia  and  elsewhere,  as  to  which  averments 
these  defendants  say  they  are  without  knowledge,  tut  they 
admit  that  the  Capital  Traction  Company  exercises  certain 
franchises  granted  to  use  certain  streets  in  the  District  of 
Columbia.  ! 
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These  defendants  admit  the  second  paragraph  of  para¬ 
graph  numbered  eight,  of  the  bill  of  complaint,  with  the 
exception  of  the  averment  that  the  plaintiff,  by  its  answer 
in  said  proceedings  requested  an  increase  on  its  lines  sim¬ 
ilar  to  the  increase  requested  by  the  Capital  Traction  Com¬ 
pany,  which  allegation  they  deny. 

These  defendants  admit  that  thev,  as  the  Public  Utilities 
Commission  set  the  case  of  said  the  Capital  Traction  Com¬ 
pany  for  hearing  on  July  29,  1929,  and  the  hearing  con¬ 
tinued  with  few  interruptions,  until  October  27,  1929,  and 
that  at  such  hearing  the  plaintiff  herein  appeared  and  in¬ 
troduced  evidence  but  these  defendants  deny  that  such  evi¬ 
dence  established  the  facts  alleged  in  sub-paragraphs  let¬ 
tered  e  to  h,  inclusive,  of  the  third  paragraph  of  paragraph 
numbered  eight  of  the  bill  of  complaint. 

These  defendants  deny  the  averments  of  the  fourth  par¬ 
agraph  of  paragraph  numbered  eight,  of  the  bill  of  com¬ 
plaint. 

These  defendants1  deny  the  averments  of  the  fifth  para¬ 
graph  of  paragraph  numbered  eight,  of  the  bill  of  com¬ 
plaint. 

These  defendants  admit  the  averments  of  the  sixth  par¬ 
agraph  of  paragraph  numbered  eight,  and  state  that  said 
companies  are  not  being  operated  as  economically  as  can  be 
reasonably  effected  under  conditions  imposed  by  existing 
law,  and  aver  that  by  said  Act  of  Congress  approved  March 
4,  1925  (43  Stats.  1265)  the  railway  companies  operating  in 
the  District  of  Columbia  were  authorized  and  empowered 
to  merge  or  consolidate,  with  the  proviso  that  no  merger 
should  be  finally  consummated  until  the  same  is  ap- 
188  proved  by  a  joint  resolution  of  Congress. 

These  defendants  deny  the  averments  of  the  sev¬ 
enth  paragraph  of  paragraph  numbered  eight. 

These  defendants  deny  the  averments  of  the  eighth  par¬ 
agraph  of  paragraph  numbered  eight. 

These  defendants  aver  that  the  averments  of  the  ninth, 
tenth,  and  eleventh  paragraphs  of  the  paragraph  numbered 
eight  are  conclusions  of  law  which  they  are  not  required  to 
answer. 

9.  These  defendants  deny  the  averments  of  the  first  par¬ 
agraph  of  paragraph  numbered  nine,  of  the  bill  of  com¬ 
plaint,  and  further  aver  that  protestants  did  appear  at  said 
proceeding,  and  one  of  said  protestants  made  a  motion  for 
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a  revaluation  of  plaintiff’s  property,  which  motion  is  still 
pending. 

These  defendants  admit  that  the  present  price  levels  are 
above  those  of  1914,  but  deny  the  remaining  averments  of 
the  second  paragraph  of  paragraph  numbered  niie,  of  the 
bill  of  complaint. 

These  defendants  further  aver  that  the  annual  reports 
and  other  accounting  documents  of  which  the  Coinmission 

o  i 

took  judicial  notice  disclosed  improprieties  in  the  allocation 
as  between  capital  and  operating  expense  account^  of  many 
entries  not  specifically  referred  to  in  the  testimony.  These 
defendants  further  aver  that  t lie  present  value  cannot  be 
determined  by  the  addition  of  net  additions  and  better¬ 
ments  to  a  value  determined  as  of  a  date  long  since  past; 
that  since  the  year  1921  costs  of  construction,  cost  of  ob¬ 
taining  monev,  duration  of  construction  and  interest  dur- 
ing  construction,  amount  of  overhead  charges  and  numer¬ 
ous  other  valuation  factors  have  decreased,  whejreas  the 
efficiencv  of  construction  methods  and  of  labor  have  in- 
creased.  These  defendants  further  aver  that  the  amount 
of  accrued  depreciation  can  only  be  ascertained  by  inspec¬ 
tion  of  the  properties,  and  the  record  discloses  and  they 
aver  the  fact  to  be  that  plaintiff’s  properties  are  in 
189  a  depreciated  condition ;  that  the  amount  of!  said  de¬ 
preciation  is  unknown.  These  defendants!  further 
aver  that  the  evidence  discloses  amounts  of  overheads  not 
retired  from  fair  value  in  connection  with  abandonments 
and  replacements;  that  the  amount  of  cash  working  cap¬ 
ital  set  up  in  plaintiff’s  account  is  excessive.  These  de¬ 
fendants  further  aver  that  the  general  trend  in  the  cost  of 
value  of  materials  and  labor  embraced  in  the  physical  prop¬ 
erties  of  plaintiff  has  been,  since  the  year  1921,  and  now  is, 
downward. 

10.  These  defendants  are  advised  that  the  averments  of 
the  first  paragraph  of  the  paragraph  numbered  teij,  of  the 
bill  of  complaint,  are  conclusions  of  law  which  they  are  not 
required  to  answer. 

These  defendants  admit  that  the  petition  of  the!  Capital 
Traction  Company,  filed  with  these  defendants,  asked  the 
same  unit  rate  of  fare  requested  shall  apply  to  all  other 
street  railways  operated  within  the  District  of  Columbia, 
including  the  lines  of  plaintiff,  in  which  request  the  plain¬ 
tiff  herein  united,  but  deny  plaintiff  asked  for  j  similar 


166 


PUBLIC  UTILITIES  COMMN.,  I).  C.,  ET  AL.  VS. 


relief,  and  aver  that  the  rates  sought  by  the  two  companies 
differed  as  to  charges  to  passengers  securing  intra-com¬ 
pany  transfers  between  busses,  or  street  cars  and  busses. 
These  defendants  admit  that  plaintiff  and  the  Capital  Trac¬ 
tion  Company  offered  evidence  respecting  the  matters  and 
things  alleged  in  the  second  paragraph  of  paragraph  num¬ 
bered  ten,  of  the  bill  of  complaint,  but  these  defendants 
deny  that  such  evidence  constituted  proof. 

These  defendants  admit  the  making  of  the  orders  alleged 
in  the  third  paragraph  of  paragraph  numbered  ten,  of  the 
bill  of  complaint,  but  aver  that  these  orders  speak  for 
themselves. 

These  defendants  admit  the  averments  of  the  fourth 


paragraph  of  paragraph  numbered  ten,  of  the  bill  of  com¬ 
plaint. 

These  defendants  further  aver  that  at  the  present  time 
it  is  not  necessary  either  in  the  public  interest,  or  for  the 
protection  of  the  plaintiff  company,  or  the  Capital 
190  Traction  Company  that  the  rate  of  fares  charged  by 
street  railroad  companies  should  be  uniform. 

11.  These  defendants  admit  the  making  of  the  order  Xo. 
807,  and  aver  that  such  order  speaks  for  itself,  and  deny 


that  the  effect  of  said  order  is  as  stated.  These  defendants 


deny  that  no  merger  of  plaintiff  and  the  Capital  Traction 
Company  was  ever  authorized,  but  on  the  contrary  aver 
that  by  Act  of  Congress  approved  March  4.  1925  (43  Stats. 
1265)  the  street  railway  companies  operating  in  the  Dis¬ 
trict  of  Columbia  were  authorized  and  empowered  to  merge 
or  consolidate,  with  the  proviso  that  no  merger  shall  be 
finally  consummated  until  the  same  is  approved  by  a  joint 
resolution  of  Congress. 

These  defendants  admit  that  a  plan  of  merger  was 
agreed  upon  by  the  plaintiff  and  the  Capital  Traction  Com¬ 
pany,  which  was  approved  by  the  Public  Utilities  Commis¬ 
sion,  and  that  Congress  failed  to  authorize  its  consumma¬ 
tion,  and  to  indicate  any  alternate  plan  which  would  be 
authorized,  but  these  defendants  aver  that  thev  subse- 
quently  disapproved  said  plan  or  merger,  and  on  the  7th 
day  of  December,  1929,  submitted  to  Congress  for  its  ap¬ 
proval  a  new  unification  or  merger  agreement,  serving 
copies  of  said  proposed  unification  agreement  on  the  plain¬ 
tiff  company,  and  the  Capital  Traction  Company. 
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12.  Those  defendants  are  advised  that  the  first  para¬ 
graph  of  paragraph  numbered  twelve,  of  the  bill  of  com¬ 
plaint,  sets  forth  a  matter  of  law,  which  they  are  not  re¬ 
quired  to  answer. 

These  defendants  admit  that  the  plaintiff  is  dissatisfied 
with  said  Order  Xo.  807,  but  are  without  knowledge  of  the 
grounds  for  its  dissatisfaction.  These  defendants  deny  the 
remaining  averments  of  paragraph  twelve  of  tlie  bill  of 
complaint. 

13, 14,  lo,  if)  17  and  18.  These  defendants  denv!  the  aver- 
ments  of  paragraphs  thirteen,  fourteen,  fifteen^  sixteen, 
seventeen  and  eighteen  of  the  bill  of  complaint. 

191  These  defendants  further  aver  that  tliej  accounts 
of  said  company  are  erroneously  set  up  and  that  the 
rate  base  of  said  company  is  affected  thereby;!  that  the 
accounting  method  of  this  plaintiff  is  at  variance | with  that 
of  the  Capital  Traction  Company.  By  charging  most  of 
its  renewals  to  operating  expenses  it  increases  Operating 
expense  accounts  and  decreases  apparent  net  income  be¬ 
low  the  figure  actuallv  available  for  return  on  the  rate  base. 
This  difference  in  accounts  is  reflected  in  the  value  figures 
both  as  presented  by  the  plaintiff  and  by  the  Capital  Trac- 
tion  Company. 

These  defendants  further  aver  that  the  plaintiff  has  not 
presented  any  proof  of  the  present  value  of  itjs  proper¬ 
ties  used  and  useful  in  rendering  street  railroad  service 
in  the  District  of  Columbia.  That  there  has  Wen  no  in¬ 
ventory  or  appraisal  of  such  properties  since  19|l4.  That 
since  September  4, 1919,  there  have  been  extensive!  abandon¬ 
ments  of  both  track  and  buildings,  and  a  large  amount  of 
property  now  is  devoted  to  uses  other  than  those  at  which 
said  property  was  valued.  That  there  is  no  evidence  which 
permits  a  determination  of  property  in  place  but  not  in 
service  and  not  retired  from  the  Company’s  accounts.  That 
there  is  no  segregation  of  bus  property  from  street  rail¬ 
way  property.  That  there  is  no  allocation  of  the  value  of 
property  jointly  used  by  plaintiff  and  other  pdblic  utili¬ 
ties.  That  no  part  of  the  property  in  the  District  of  Co¬ 
lumbia  has  been  allocated  to  Maryland  use. 

These  defendants  further  aver  that  there  is  included  in 
the  figure  suggested  by  the  plaintiff  as  substitute  for  pres¬ 
ent  value  a  large  amount  of  property  which  is  not  now 
used  for  the  purposes  for  which  it  was  used  jwhen  the 
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amount  included  in  such  figure  for  said  property  was  de¬ 
termined  and  that  the  uses  to  which  such  property  is  now 
devoted  and  changes  in  conditions  have  made  such  prop¬ 
erty  worth  less  than  the  figure  at  which  the  plaintiff  has  in¬ 
cluded  it. 

192  •  Wherefore,  having  fully  answered,  these  defend¬ 

ants  prav  to  be  hence  dismissed. 

THE  PUBLIC  UTILITIES  COMMISSION 
OF  THE  DISTRICT  OF  COLUMBIA. 
MASON  M.  PATRICK, 

HARLEIGH  H.  HARTMAN, 

W.  B.  LADUE, 

Members  of  the  Public  Utilities  Coin¬ 
mission  of  the  District  of  Columbia. 

WILLIAM  W.  BRIDE, 

W, 

General  Counsel ,  P.  U.  C.,  D.  C. 

VERNON  E.  WEST, 

Counsel  P.  U.  C.,  D.  C. 

District  of  Columbia,  ss: 

Mason  M.  Patrick,  Harleigh  H.  Hartman,  and  William 
B.  Ladue,  being  first  duly  sworn,  on  oath  depose  and  say, 
that  they  are  members  of  the  Public  Utilities  Commission 
of  the  District  of  Columbia,  that  tliev  have  read  the  fore- 
going  answer  signed  and  subscribed  by  them,  and  know 
the  contents  thereof,  and  that  the  matters  and  things 
therein  stated  they  verily  believe  to  be  true. 

MASON  M.  PATRICK. 
HARLEIGH  H.  HARTMAN. 
W.  B.  LADUE. 


Subscribed  and  sworn  to  before  me  this  5th  dav  of  Mav, 
1930. 

[seal.] 


ADAM  A.  GIEBEL, 
Notary  Public,  D.  C. 
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193  Filed  July  21,  1930.  j 

In  the  Supreme  Court  of  the  District  of  Colunibia. 

Equity.  No.  50619. 

Washington  Ry.  &  Elec.  Co. 

vs.  | 

Pub.  Utilities  Comm,  et  al. 

| 

Equity.  No.  50618.  j 

i 

The  Capital  Traction  Co. 

i 

vs. 

Pub.  Utilities  Comm,  et  al. 

Opinion  of  the  Court . 

i 

On  July  1,  1914  the  Commission  proceeded  to  value  the 
properties  of  the  two  street  railway  companies,  The  Capi¬ 
tal  Traction  Company  and  the  Washington  Railway  and 
Electric  Company.  On  September  4, 1919,  it  fixed  the  value 
of  the  property  of  the  Washington  Railway  and:  Electric 
Company  at  $16,106,368.14,  and  that  of  The  Capital  Trac¬ 
tion  Company  at  $14,270,495.00.  The  latter  company  ap¬ 
pealed  from  this  order  to  the  Supreme  Court  of  j  the  Dis¬ 
trict.  of  Columbia  and  from  that  Court  an  appeal  Was  taken 
to  the  Court  of  Appeals  which  fixed  the  valuation  at  $25,- 
756,880.00  as  of  January  1,  1925.  Later  by  ord^r  of  the 
Commission.  (#462)  the  value  of  the  property  of  the  Wash¬ 
ington  Railway  and  Electric  Company  was  fixed!  at  $17,- 
469,527.73,  as  of  December  31,  1921.  ! 

In  1927  the  Capital  Traction  Company  applied  to  the 
Commission  for  an  increase  in  the  rate  of  fare,j  but  ow¬ 
ing  to  the  pendency  of  negotiations  for  a  merger  of  the 
two  companies  and  of  the  action  of  the  Congress!  thereon, 
the  application  was  dismissed  without  prejudice.  Congress 
did  not  act  upon  the  proposed  merger  and  on  |June  14, 
1928  the  Capital  Traction  Company  renewed  itsj  applica¬ 
tion.  The  Washington  Railway  and  Electric  Company  was 
made  a  party  to  the  proceedings  and  joined  in  the  appli¬ 
cation  for  an  increase  in  fare. 

At  the  hearing  the  railways  relied  upon  these  valuations 
as  of  their  respective  dates,  together  with  testimony  as 
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to  additions,  retirements,  changes  in  value  and  other  mat¬ 
ters  in  order  to  show  the  value  at  the  date  of  the  hearing 
and  that  t lie  rate  of  fare  in  force  produced  an  entirely 
inadequate  return  upon  the  value  of  the  properties,  and 
sought  to  have  the  rate  of  fare  fixed  at  lO^  cash,  or  4  tokens 
for  30(k 

194  The  Commission  held  that  the  fair  value  of  the 
properties  could  not  be  determined  save  by  a  new 
valuation,  that  there  was  no  valuation  upon  which  a  rate 
of  fare  could  he  fixed;  that  differences  in  the  accounting 
methods  of  the  two  companies  and  certain  errors  rendered 
it  impossible  to  ascertain  with  the  necessary  degree  of  cer¬ 
tainty  the  actual  operating  expenses  of  the  companies,  and 
that  the  evidence  of  the  result  of  the  proposed  increase 
in  rate  of  fare  was  conjectural.  The  Commission  left  the 
proceeding  open  for  further  testimony,  but  denied  the  re¬ 
quest  for  increase  in  fare.  A  motion  had  been  made  for  a 
revaluation  of  the  property  but  no  action  was  taken  on 
this  motion.  The  railways  have  appealed  to  this  Court. 

This  is  not  a  proceeding  for  the  valuation  of  the  proper¬ 
ties  of  the  railways,  and  the  question  of  value  involved  is 
only  important  upon  the  question  of  the  rate  of  return 
upon  the  properties.  If  then  it  should  appear  that  allow¬ 
ing  for  any  errors  on  the  part  of  the  companies,  the  rate 
of  return  under  the  present  rate  of  fare  is  confiscatory  as 
based  upon  what  the  evidence  shows  to  be  the  minimum 
value  of  the  properties,  the  errors  and  over  valuation  may 
be  disregarded.  While  the  Commission  apparently  thought 
that  an  entirely  new  valuation  should  be  made,  it  took  no 
steps  to  have  it  done.  It  has  the  authority  to  order  one 
made,  but  did  not  do  so  and  failed  to  act  upon  the  motion 
for  that  purpose.  I  think  that  these  valuations  are  in¬ 
tended  as  standards  and  bases  upon  which  subsequent  valu¬ 
ations  can  lie  made  taking  into  consideration  subsequent 
changes,  certainly  for  a  reasonable  time  unless  a  sufficient 
cause  be  shown  for  a  new  valuation.  But  here  none  was 
ordered. 

Taking  the  valuation  of  Capital  Traction  Company  fixed 
by  the  Court  of  Appeals  as  of  January  1,  1925,  and  the 
testimony  as  to  net  additions,  etc.,  since  that  time,  and 
excluding  those  items  which  the  Commission  claimed  should 
not  be  allowed,  the  value  of  the  properties  of  that  Com¬ 
pany,  as  of  December  31, 1928,  would  be  $25,728,683.00.  The 
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income  computed  in  the  same  manner  was  $916,765.81,  a 

return  of  3.57%  of  this  valuation.  | 

195  As  to  the  Washington  Railwav  and  Electric  Com- 

O  •'  ; 

pany  the  company  claims  that  there  should  be  added 
to  the  valuation  of  June  30,  1919,  $16,106,368.14,  the  sum 
of  $2,989,908.85,  which  with  certain  deductions  would  total 
$19,210,899.33.  That  there  have  been  net  additions  there 
is  no  doubt,  but  taking*  the  Commission’s  valuation  of  De¬ 
cember  31,  1921,  $17,236,409.58,  the  income  fori  the  year 
1928,  $816,196.43,  would  produce  a  return  of  4.73!%  on  this 
valuation. 

The  present  rate  of  fare,  therefore,  furnishes]  a  return 
which  is  clearly  inadequate.  The  Commission  jmakes  no 
real  question  that  the  railways  are  well  kept  up  and  eco¬ 
nomically  managed.  No  merger  can  be  had  •without,  the 
consent  of  Congress.  The  public  is  interested  in  tjhe  proper 
maintenance  and  operation  of  the  railways  and  the  owners 
are  entitled  to  a  reasonable  return.  An  increase  jin  rate  of 
fare  is  in  my  opinion  necessary  for  these  objects. 

The  Commission  objects  that  the  amount  of  income  from 
an  increase  in  rates  would  be  speculative.  This  is  neces¬ 
sarily  true,  but  such  an  objection  would  prevejnt  an  in¬ 
crease  in  rate  at  any  time.  Under  the  proposed!  new  fare 
of  ten  cents  (10c)  cash  or  four  tokens  for  thirty  cents,  it 
is  reasonable  to  suppose  that  the  proportion  of  tokens  sold 
will  be  increased,  the  difference  in  the  cost  of  a  token  and 
the  cash  fare  being  2-1/20,  while  under  the  present  fare 
it  is  onlv  1  1/30.  If  as  estimated  by  the  railways  85%  of 
the  passengers  will  buy  tokens  under  the  new  rate,  if  the 
number  of  passengers  remains  the  same,  would  on  the 
minimum  valuation  of  The  Capital  Traction  Company  fur¬ 
nish  a  return  of  4.95%,  on  that  of  the  Washington  Rail¬ 
way  and  Electric  Company,  6.96%.  Of  course,  if  the  pro¬ 
portion  of  tokens  sold  should  turn  out  to  be  less,  the  in¬ 
crease  in  income  and  rate  of  return  would  be  somewhat 
greater.  On  the  other  hand,  the  increase  in  farb  will  un- 
doubtedly  cause  a  decrease  in  the  number  of  passengers. 

In  my  opinion  the  increased  rate  of  fare  askyd  for  to¬ 
gether  with  the  abolition  of  the  charge  for  transfers,  will 
furnish  a  return  that  is  certainly  not  unreasonably  high. 
It  is  true  that  the  return  to  the  Washington  Railwav  and 
Electric  Company  will  be  higher  than  that  to  the  Capital 
Traction  Company,  but  even  then  it  is  below  the!  rate  fre¬ 
quently  approved  by  the  courts  as  a  minimum.  That  a  dif- 
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ference  in  rates  between  tlie  two  companies  would  be 
impracticable  is  shown  clearly  by  the  reasons  advanced 
bv  the  Commission  in  its  Order  No.  344  of  October  19, 
1919. 

196  The  appeal  of  the  railways  will  be  sustained  and 
the  increased  rates  of  fare  granted. 

As  to  the  motion  for  a  revaluation,  it  appears  that  the 
Commission  has  under  its  consideration  a  motion  for  that 
purpose  and  I  do  not  think  that  this  court  should  act  upon 
such  a  motion  primarily,  unless  it  be  necessary  for  a  de¬ 
termination  of  the  matter  before  it,  and  I  do  not  think 
that  it  is  necessarv.  If  the  Commission  should  order  a 
revaluation,  as  it  unquestionably  has  the  power  to  do,  it 
would  have  the  power  also  to  pass  upon  the  reasonable¬ 
ness  of  the  rate  of  fare  fixed  by  this  court,  in  view  of  the 
new  values  fixed  by  such  revaluation. 

The  right  will  be  reserved,  however,  to  fix  the  price  of 
tokens  at  three  for  twentv-five  cents  and  at  the  same  time 
an  alternative  to  the  passenger  of  buying  seven  for  fifty 

i  JENNINGS  BAILEY, 

Justice . 

197  Filed  July  22,  1930. 

In  the  Supreme  Court  of  the  District  of  Columbia. 


Equity.  No.  50618. 

The  Capital  Traction  Co.,  a  Body  Corporate,  Plaintiff, 


vs. 

The  Public  Utilities  Commission  of  the  District  of 
Columbia,  an  Alleged  body  Corporate,  et  al.,  Defendants. 

Equity.  No.  50619. 

Washington  Railway  &  Electric  Company,  a  Corporation, 

Plaintiff, 

vs. 

The  Public  Utilities  Commission  of  the  District  of 
Columbia,  a  Corporation,  et  al.,  Defendants. 

Order  Substituting  Party  Defendant. 

The  Court  being  advised  by  attorneys  in  open  Court  that 
William  B.  Ladue,  named  as  one  of  the  defendants  in  the 
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above  entitled  cause,  has  ceased  to  be,  and  is  no  longer  a 
member  of  the  Public  Utilities  Commission  of  the!  District 
of  Columbia,  and  J ohn  C.  Gotwals  has  been  appointed  in  his 
place  and  stead,  it  is  this  22nd  day  of  July,  1930,  Ordered, 
that  the  original  bills  and  other  pleadings  filed  her, bin  shall 
be  treated  as  amended  as  to  parties  so  as  to  substitute 
John  C.  Gotwals  in  the  place  and  stead  of  William  B.  La- 
due,  defendant,  as  aforesaid. 

JENNINGS  BAILEY, 

Justice. 

198  Filed  Julv  22, 1930. 

I 

In  the  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  50618.  I 

The  Capital  Traction  Company,  a  Body  Corporate,  36th 

and  M  Sts.  N.  W.,  Plaintiff,  j 

vs. 

The  Public  Utilities  Commission  of  the  District  of 
Columbia,  an  Alleged  Body  Corporate,  and  M]ason  M. 
Patrick,  Harleigh  H.  Hartman,  and  John  C.  Gotwals, 
Members  of  the  Said  Public  Utilities  Commission,  and 
Washington  Railway  &  Electric  Company,  a  Corpora¬ 
tion,  Defendants. 

! 

Equity.  No.  50619.  j 

i 

Washington  Railway  &  Electric  Company,  a  Corporation, 

231  14th  St.  N.  W.,  Plaintiff,  j 

! 

VS. 

'  The  Public  Utilities  Commission  of  the  District  of 
Columbia,  a  Corporation,  and  Mason  M.  Patripk,  Har¬ 
leigh  H.  Hartman,  and  John  C.  Gotwals,  Constituting 
the  said  Public  Utilities  Commission  of  the  District  of 
Columbia,  Defendants. 

i 

199  Decree . 

i 

These  causes  coming  on  for  hearing  on  the  bills  of  the 
respective  plaintiffs  herein,  appealing  from  Orderi  No.  807 
of  the  Public  Utilities  Commission  of  the  District  of  Co- 
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umbia  denying  the  applications  of  The  Capital  Traction 
Company  and  of  the  Washington  Railway  &  Electric  Com¬ 
pany  for  an  increase  in  fare,  and  having  been  heard  on 
pleadings  and  testimony,  as  well  as  motions  by  People’s 
Counsel  to  dismiss  and  for  revaluation  by  the  Court,  and 
having  been  fully  argued  by  counsel,  and  considered  by  the 
Court,  it  is  this  22nd  day  of  July,  1930, 

Adjudged,  ordered  and  decreed  that  the  said  motions  to 
dismiss  and  for  revaluation  by  the  Court,  be  and  they  are 
hereby  denied;  and  it  is  further 

Adjudged,  ordered  and  decreed  that  said  proceedings 
having  been  heard  together  are  hereby  consolidated,  and 
that  for  the  reasons  set  forth  in  the  opinion  of  the  Court 
filed  herein  the  said  Order  No.  807  of  the  Public  Utilities 
Commission  denying  said  applications  be  and  the  same  is 
hereby  set  aside,  annulled  and  vacated,  and  in  lieu  thereof 
that  from  and  after  the  entry  of  this  Decree,  and  upon  the 
filing  of  schedules  with  the  Public  Utilities  Commission  to 
conform  herewith,  the  plaintiffs  The  Capital  Traction  Com¬ 
pany  and  the  Washington  Railway  &  Electric  Company, 
and  all  other  street  railway  companies  operating  street 
cars  and/or  buses  within  the  District  of  Columbia,  are  au¬ 
thorized  to  charge  and  collect  rates  of  fare  within  the  Dis¬ 
trict  of  Columbia,  as  follows: 

200  A  basic  rate  of  fare  of  ten  cents  (10^)  cash,  with 
four  (4)  tokens  sold  for  thirty  cents  (30<£)  on  such 
street  car  and  feeder  bus  lines  w’here  the  existing  rate  of 
fare  is  now  eight  cents  (8^)  cash,  with  six  (6)  tokens  sold 
for  forty  cents  (40^),  charges  on  other  bus  lines  to  remain 
as  at  present.  Free  transfers  between  intersecting  intra¬ 
company  street  car  lines  and  feeder  bus  lines  to  be  issued 
to  passengers  paying  ten  cents  (10$J)  cash  fares,  and  two 
cents  (2c4)  transfers  for  use  between  such  street  car  and 
feeder  bus  lines  to  be  sold  to  passengers  paying  token 
fares;  other  transfer  privileges  and  charges  to  remain  as 
at  present. 

And  the  Public  Utilities  Commission  of  the  District  of 
Columbia  be  and  the  same  is  hereby  ordered  to  comply  with, 
and  conform  to,  this  Decree,  notwithstanding  any  existing 
orders  of  the  Public  Utilities  Commission  to  the  contrary. 

JENNINGS  BAILEY, 

Justice . 
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From  the  foregoing  Decree,  Mason  M.  Patrick,  Harleigh 
H.  Hartman  and  John  C.  Gotwals,  members  of  the  Public 
Utilities  Commission  of  the  District  of  Columbia,  tjhe  Pub¬ 
lic  Utilities  Commission  of  the  District  of  Columbia,  and 
Richmond  B.  Keech,  People’s  Counsel,  in  open  Court  note 
an  appeal  to  the  Court  of  Appeals  of  the  District  of  Co¬ 
lumbia. 

JENNINGS  BAILEY, 

Justice. 

201  Filed  August  11,  1930. 

In  the  Supreme  Court  of  the  District  of  Columbia. 


Equity.  No.  50618. 

The  Capital  Traction  Company,  a  Body  Corporate, 

Plaintiff,  j 

against 

i 

1.  The  Public  Utilities  Commission  of  the  District  of 
Columbia,  an  Alleged  Body  Corporate,  and  2.  Mason  M. 
Patrick,  3.  Harleigh  H.  Hartman,  and  4.  John  C.  Gotwals, 
Members  of  the  Said  Public  Utilities  Commission,  and  5. 
The  Washington  Railway  and  Electric  Company^  a  Cor¬ 
poration,  Defendants,  j’ 


and 

Equity.  No.  50619.  j 

Washington  Railway  and  Electric  Company,  a  Corpora¬ 
tion,  Plaintiff, 

against 

1.  The  Public  Utilities  Commission  of  the  District  of 
Columbia,  a  Corporation,  and  2.  Mason  M.  Patrick,  3. 
Harleigh  H.  Hartman,  and  4.  John  C.  Gotwals,  Consti¬ 
tuting  the  Said  Public  Utilities  Commission  of  the  Dis¬ 
trict  of  Columbia,  Defendants. 

Order .  I 

i 

i 

| 

Upon  consideration  of  the  motion  of  the  Public  Utilities 
Commission  and  the  People’s  Counsel  for  an  extension  of 

j 

i 
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time  within  which  to  file  statement  of  evidence  in  the  above 
entitled  causes  and  consent  thereto  having  been  given  by 
all  parties  in  interest,  it  is  this  11th  day  of  August,  1930, 
Ordered,  That  the  time  for  filing  statement  of  evidence 
be  and  it  is  hereby  extended  to  the  first  day  of  September, 


1930. 

Bv  the  Court: 
* 


WILLIAM  HITZ, 

Justice. 


202  Filed  August  30,  1930. 

In  the  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  50619. 

Washington  Railway  and  Electric  Company 


v. 

Public  Utilities  Commission  et  al. 
Equity.  No.  50618. 

The  Capital  Traction  Company 


v. 

Public  Utilities  Commission  et  al. 

Order . 

Upon  consideration  of  the  motion  of  the  Public  Utilities 
Commission  and  the  People’s  Counsel  for  an  extension  of 
time  within  which  to  file  statement  of  evidence  in  the  be¬ 
fore  mentioned  causes,  and  consent  thereto  having  been 
given  by  counsel  for  the  plaintiffs,  it  is  this  30th  day  of 
August,  1930,  ordered  that  the  time  be  and  the  same  is 
hereby  extended  to  September  22,  1930. 

By  the  Court: 

JESSE  C.  ADKINS, 

Justice . 
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203  Filed  August  30,  1930.  1 

In  the  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  50619.  j 

i 

Washington  Railway  and  Electric  Company 

i 

i 

v. 

i 

i 

Public  Utilities  Commission  et  al.  ! 

■  i 

i 

Equity.  No.  50618. 

| 

The  Capital  Traction  Company 

i 

v. 

i 

Public  Utilities  Commission  et  al.  ! 

i 

Assignments  of  Error . 

i 

Now  come  the  Public  Utilities  Commission  of  the  Dis¬ 
trict  of  Columbia  and  Mason  M.  Patrick,  Harleigh  H.  Hart¬ 
man  and  John  C.  Gotwals,  members  of  said  Public  Utili¬ 
ties  Commission,  and  Richmond  B.  Keech,  Peoplje’s  Coun¬ 
sel  for  the  District  of  Columbia,  and  assign  as  |error  the 
following: 

1.  The  Court  erred  in  over-ruling  the  defendhnts’  mo¬ 
tion  to  dismiss  the  bill  of  complaint  of  the  Washington 
Railway  and  Electric  Company. 

2.  The  Court  erred  in  over-ruling  the  defendants’  mo¬ 
tion  to  dismiss  the  bill  of  complaint  of  The  Capital  Trac¬ 
tion  Company. 

3.  The  Court  erred  in  not  sustaining  the  motion  of  the 
defendants  to  dismiss  the  bill  of  complaint  of  the  Wash¬ 
ington  Railway  and  Electric  Company. 

4.  The  Court  erred  in  not  sustaining  the  motion  of  the 
defendants  to  dismiss  the  bill  of  complaint  of  The  Capital 
Traction  Company. 

5.  The  Court  erred  in  entering  the  final  decree  dated 
July  22,  1930. 

6.  The  Court  erred  in  granting  the  Washington  Railway 

and  Electric  Company  an  increase  in  fare.! 

204  7.  The  Court  erred  in  granting  The  Capital  Trac¬ 
tion  Company  an  increase  in  fare. 

12 — 5316a 
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8.  The  Court  erred  in  not  holding  that  the  Washington 
Railway  and  Electric  Company  had  failed  to  prove  that  the 
rates  of  fare  charged  by  it  prior  to  the  decree  of  July  22, 
1930  did  not  yield  a  reasonable  return. 

9.  The  Court  erred  in  not  holding  that  The  Capital  Trac¬ 
tion  Company  had  failed  to  prove  that  the  rates  of  fare 
charged  by  it  prior  to  the  decree  of  July  22,  1930  did  not 
yield  a  reasonable  return. 

WILLIAM  W.  BRIDE, 

W., 

General  Counsel ,  Public  Utilities  Commission. 

VERNON  E.  WEST, 

Counsel,  Public  Utilities  Commission. 

RICHMOND  B.  KEECH, 
People's  Counsel,  District  of  Columbia. 

Service  acknowledged  this  29  dav  of  August,  1930. 

S.  R.  BOWEN  & 

JNO.  S.  BARBOUR, 

F 

Attorneys,  Washington  Raihvay  and  Electric  Company. 

GEORGE  E.  HAMILTON  & 

G.  THOMAS  DUNLOP, 

Attorneys,  The  Capital  Traction  Company. 

205  Filed  September  22,  1930. 

In  the  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  50619. 

Washington  Railway  and  Electric  Company 

vs. 

Public  Utilities  Commission  et  al. 

Equity.  No.  50618. 

The  Capital  Traction  Company 

vs. 

Public  Utilities  Commission  et  al. 

Order . 

Upon  consideration  of  the  motion  of  the  Public  Utilities 
Commission  and  the  People’s  Counsel  for  an  extension  of 
time  within  which  to  file  statement  of  evidence  in  the  before 
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mentioned  causes,  and  consent  thereto  having  jbeen  given 
by  counsel  for  the  plaintiffs,  it  is  this  22nd  day  :of  Septem¬ 
ber,  1930,  ordered  that  the  time  be  and  the  same  is  hereby 
extended  to  October  11,  1930. 

By  the  Court:  I 

WENDELL  P.  STAFFORD, 

I  Justice . 

i 

206  Memorandum.  j 

October  9,  1930. — Statement  of  Evidence  &  Stipulation 
submitted,  signed  and  made  of  record. 

207  Filed  August  6, 1930. 

In  the  Supreme  Court  of  the  District  of  Columbia. 


Equity.  No.  50618. 

The  Capital  Traction  Company,  a  Body  Corporate, 

Plaintiff, 


against 


1.  The  Public  Utilities  Commission  of  the  District  of 
Columbia,  an  Alleged  Body  Corporate,  and  2.  iMason  M. 
Patrick,  3.  Harleigh  H.  Hartman,  and  4.  John  C.  Got- 
wals,  Members  of  the  said  Public  Utilities  Commission, 
and  5.  The  Washington  Railway  and  Electric  Company, 
a  Corporation,  Defendants, 

i 

and 

Equity.  No.  50619.  j 

Washington  Railway  and  Electric  Company,  a!  Corpora¬ 
tion,  Plaintiff, 

against  j 

1.  The  Public  Utilities  Commission  of  the  District  of 
Columbia,  a  Corporation,  and  2.  Mason  M.  Patrick,  3. 
Harleigh  H.  Hartman,  and  4.  John  C.  Gotwals,  Consti¬ 
tuting  the  said  Public  Utilities  Commission  of!  the  Dis¬ 
trict  of  Columbia,  Defendants.  j 


Designation  of  Record.  j 

The  Clerk  will  please  prepare  a  joint  transcript  of  the 
record  in  the  above  entitled  causes  for  the  Court  of  Appeals, 
to  include  the  following:  j 
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1.  Bill  of  complaint  and  exhibits  of  The  Capital  Traction 
Company. 

2.  Bill  of  complaint  and  exhibits  of  the  Washington  Rail¬ 
way  and  Electric  Company,  with  the  exception  of  Exhibits 
Numbers  2  and  4  which  are  the  same  as  Exhibits  “K”  and 
“0,”  respectively,  annexed  to  the  bill  of  The  Capital  Trac¬ 
tion  Company. 

208  3.  Motions  of  defendants  (1,  2,  3,  and  4)  to  dis¬ 

miss  the  beforementioned  bills. 

4.  Answer  of  defendant,  Washington  Railway  and  Elec¬ 
tric  Company,  to  bill  of  The  Capital  Traction  Company. 

5.  Orders  granting  People’s  Counsel  leave  to  enter  ap¬ 
pearance  and  file  intervening  petitions. 

6.  Orders  over-ruling  motions  of  defendants  to  dismiss 
bill  of  complaint  in  each  cause. 

7.  Answers  of  People’s  Counsel  to  bills  of  complaint. 

8.  Answers  of  defendants  (1,  2,  3  and  4)  to  bills  of  com¬ 
plaint. 

9.  Memorandum  opinion  of  Justice  Jennings  Bailey. 

10.  Orders  substituting  parties  defendant  in  both  causes. 

11.  Decree  allowing  increased  fare. 

12.  Notation  of  appeal. 

13.  Order  continuing  time  for  presenting  statement  of 
evidence  to  trial  justice. 

14.  Statement  of  evidence  and  stipulation  of  Counsel. 

15.  Assignments  of  error. 

16.  This  designation. 


WILLIAM  W.  BRIDE, 

General  Counsel,  Public  Utilities  Commission , 
VERNON  E.  WEST, 

Counsel,  Public  Utilities  Commission, 
Attorneys  for  Defendants- Appellants. 
RICHMOND  B.  KEECH, 
Peopled  Counsel,  District  of  Columbia. 


Service  acknowledged  this  6th  day  of  August,  1930. 

GEORGE  E.  HAMILTON  and 
G.  THOMAS  DUNLOP, 
Attorneys  for  the  Capital  Traction  Company. 
S.  R.  BOWEN  & 

JNO.  S.  BARBOUR  (B.), 
Attorneys  for  Washington  Ry.  &  Elec.  Company. 
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209  Supreme  Court  of  the  District  of  Columbia. 

United  States  of  America, 

7  i 

District  of  Columbia,  ss: 

I,  Frank  E.  Cunningham,  Clerk  of  the  Supreme  Court 
of  the  District  of  Columbia,  hereby  certify  th^  foregoing 
pages  numbered  from  1  to  208,  both  inclusive,  t!o  be  a  true 
and  correct  transcript  of  the  record,  according  to  direc¬ 
tions  of  counsel  herein  filed,  copy  of  which  is ;  made  part 
of  this  transcript,  in  cause  No.  50618  in  Equity,  wherein 
The  Capital  Traction  Company,  a  body  corporate,  is  Plain¬ 
tiff  and  The  Public  Utilities  Commission  of  the  District 
of  Columbia,  an  alleged  body  corporate,  et  al.  are  Defend¬ 
ants,  and  cause  No.  50619  in  Equity,  wherein  Washington 
Railway  &  Electric  Company,  a  corporation,  is  Plaintiff 
and  The  Public  Utilities  Commission  of  the  District  of 
Columbia,  a  corporation,  et  al.  are  Defendants,  q s  the  same 
remain  upon  the  files  and  of  record  in  said  Court. 

In  testimony  whereof  I  hereunto  subscribe  my  name  and 
affix  the  seal  of  the  said  Court,  at  the  City  of  Washington, 
in  said  District,  this  23rd  day  of  October,  1930.  ! 

[Seal  Supreme  Court  of  the  District  of  Colombia.] 

FRANK  E.  CUNNINGHAM, 

Clerk. 


i 


i 

j 

i 

| 


i 
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210  Filed  Oct.  9,  1930. 

In  the  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  50618. 

The  Capital  Traction  Company,  a  Body  Corporate, 

Plaintiff, 

vs. 

The  Public  Utilities  Commission  of  the  District  of 
Columbia,  an  Alleged  Body  Corporate,  and  Mason  M. 
Patrick,  Harleigh  H.  Hartman,  and  John  C.  Gotwals, 
Members  of  the  said  Public  Utilities  Commission,  and 
The  Washington  Railway  and  Electric  Company,  a  Cor¬ 
poration,  Defendants, 


and 

Equity.  No.  50619. 

Washington  Railway  and  Electric  Company,  a  Corpora¬ 
tion,  Plaintiff. 

vs. 

The  Public  Utilities  Commission  of  the  District  of 
Columbia,  a  Corporation,  and  Mason  M.  Patrick,  Har¬ 
leigh  II.  Hartman,  and  John  C.  Gotwals,  Constituting  the 
said  Public  Utilities  Commission  of  the  District  of  Co¬ 
lumbia,  Defendants. 


Stipulation. 

In  order  to  comply  with  Rule  V  of  the  Court  of  Appeals 
of  the  District  of  Columbia  and  to  avail  to  the  fullest  extent 
all  of  the  provisions!  of  the  various  sections  and  subsections 
of  that  Rule  intended  to  shorten  records  on  appeal,  save 
expense  of  copying  and  certifying  non-essential  parts 
thereof,  and  at  the  same  time  to  preserve  to  the  respective 
parties  the  full  benefit  of  all  and  any  portions  of  the 
211  original  record  which  through  inadvertence  on  the 
part  of  either  party  may  not  have  been  adequately 
incorporated  in  this  statement  and  which  either  party  may 
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hereafter  deem  of  sufficient  importance  to  bring  to  the  fur¬ 
ther  attenion  of  any  Appellate  Court  having  jurisdiction 
in  the  premises,  or  which  any  such  Court  may  desire  to 
inspect  for  the  purpose  of  clarifying  this  stimulation  or 
construing  it  before  deciding  any  question  presented  on 
the  appeal  from  the  final  decree  in  these  causes,  it  is  hereby 
stipulated  and  agreed  by  and  between  counsel  for  the  re¬ 
spective  parties  that  the  pleadings  before  the  Public  Utili¬ 
ties  Commission,  the  orders  of  said  Commission  and  the 
substance  of  the  evidence  pro  and  con  bearing;  on  issues 
of  fact  and  points  of  law  raised  and  passed  on  by | the  Public 
Utilities  Commission  and  the  Court  are  as  hereinafter 
stated,  with  the  further  agreement  that  either  party  may 
refer  to  the  original  record,  including  any  document  of 
which  the  Commission  took  judicial  notice,  and; quote  any 
fair  extracts  therefrom  in  their  respective  briefs  or  other¬ 
wise  which  may  have  been  omitted  from  this  stipulation 
and  which  such  party  may  deem  necessary  for  a  correct 
understanding  of  the  case  or  any  question  arising  therein, 
including  the  correct  meaning  of  this  stipulation  and  any 
matter  covered  by  it,  provided  the  exact  paging  of  the  origi¬ 
nal  record  from  which  such  extracts  are  taken  &re  clearly 
indicated;  with  the  further  right  to  any  Appellate  Court 
having  jurisdiction  in  the  premises  to  have  produced  before 
it  for  inspection  or  examination  the  entire  original  record 
in  this  Court  or  any  part  thereof  desired  and  deemed  by  it 
to  be  either  necessary,  convenient,  or  helpful  for  the  correct 
determination  of  the  case  or  any  question  therein: 

i 

Pleadings  Before  the  Public  Utilities  Commission. 

i 

The  application  of  the  Capital  Traction  Company 
212  is  attached  to  its  bill  of  complaint,  marked  Exhibit 
“N.”  The  Commission  by  its  Order  756, 'which  fol¬ 
lows,  made  the  Washington  Railway  and  Electric^  Company 
a  party  thereto : 

“ Ordered:  (1)  That  the  Washington  Railway  and  Elec¬ 
tric  Company,  the  Washington  Interurban  Railfoad  Com¬ 
pany,  the  Washington  and  Maryland  Railway  Company, 
(operated  under  lease  by  the  petitioning  Company),  the 
Mt.  Vernon,  Alexandria  and  Washington  Railway  Com¬ 
pany,  and  the  Washington,  Baltimore  and  Annapolis  Elec¬ 
tric  Railroad  Company  be  and  they  are  hereby  made  parties 


i 

i 
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to  this  proceeding,  and  that  the  said  companies  be  and 
are  hereby  directed  to  appear  before  the  Commission  in 
this  proceeding  and  are  required  to  plead  to  this  petition 
on  or  before  July  1,  1929.” 

The  answer  of  the  Washington  Railway  and  Electric  Com¬ 
pany  is  attached  to  its  bill  of  complaint  and  marked  Exhibit 
“3.” 

The  Commission  adopted  certain  special  rules  of  pro¬ 
cedure  for  the  hearing  of  these  causes,  among  which  was 
the  following: 

4 4 No  matters  within  the  scope  of  the  Commission’s  judi¬ 
cial  knowledge  will  be  received  in  evidence.  If  offered, 
such  matters  will  be  marked  for  identification  and  per¬ 
mitted  to  accompany  the  record. 

“All  matters  within  the  scope  of  judicial  knowledge 
which  the  parties  wish  the  Commission  to  consider  shall 
be  called  to  its  attention  on  the  record.” 

Substance  of  the  Testimony  Before  the  Commission. 

(Insert  abstracts  of  all* of  the  testimony  before  the  Pub¬ 
lic  Utilities  Commission: 

1.  Substance  of  the  testimony  of  the  Capital  Traction 
Company  before  the  Commission,  and 

2.  Substance  of  the  testimony  of  the  Washington  Rail- 
way  and  Electric  Company  before  the  Commission,  to  be 
inserted  here.) 

213  Abstract  of  Evidence  Introduced  Before  the  Public 

Utilities  Commission  in  Formal  Case  No.  205, 
With  Respect  to  the  Washington  Railway  &  Elec - 
trie  Company,  With  Appendix  Showing  Objections 
and  Exceptions. 

William  F.  Ham  was  a  witness  produced  by  the  plain¬ 
tiff  Washington  Railway  &  Electric  Company,  and 

214  testified  in  substance  upon  direct  examination,  (Rec. 
p.  1274),  that  he  was  President  of  the  Washington 

Railway  &  Electric  Company  and  subsidiary  companies  and 
had  been  in  the  street  railway  business  since  1895;  that 
for  two  or  three  years  prior  to  1895  he  was  connected  with 
the  Lorain  Steel  Company,  attached  to  the  New  York 
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office,  his  particular  work  being  connected  with  |  the  sale  of 
track  materials  for  street  railways.  That  this!  particular 
work  brought  him  in  contact  with  Mr.  Tom  L.  Johnson  of 
Cleveland,  famous  for  the  three-ccnt  fare  in  Cleveland  and 
he  and  his  brother  having  bought  the  Nassau  Electric  Rail¬ 
way  Company  in  Brooklyn  that  he  went  with  j that  Com¬ 
pany  as  secretary  in  1895.  That  this  street  railway  was 
later  bought  by  the  Brooklyn  Rapid  Transit  Company  and 
in  1899  he  was  made  auditor  of  the  Brooklyn  Rapid  Transit 
Company.  Late  in  1899  he  accepted  a  position  as  comp¬ 
troller  of  the  Washington  Traction  and  Electric  Company 
and  its  subsidiary  companies,  which  company  wjent  out  of 
existence  in  1900  and  in  1902  the  Washington  Railway  & 
Electric  Company  by  special  Act  of  Congress  carried  on 
as  the  parent  company  of  the  companies  formerly  in¬ 
cluded  in  the  Washington  Traction  and  Electric  Company. 
That  the  positions  he  has  occupied  have  been  comptroller, 
treasurer  and  comptroller,  vice  president  and  comptroller 
and  in  1918  he  was  elected  President  of  the  Company, 
which  position  he  has  held  ever  since.  j 

That  he  had  had  a  great  deal  of  accounting  Experience 

in  addition  to  his  work  with  the  different  stredt  railwav 

%• 

companies.  That  in  1897  the  Street  Railway  Accountants 
Association  was  organized  and  he  was  a  delegate  to  the 
first  meeting  and  at  that  time  made  a  member  to  promul¬ 
gate  a  classification  of  accounts  for  the  industry,  j  That  in 
the  course  of  a  year’s  time  said  Committee  prepared  a 

classification  of  accounts  for  electric  railways  which  was 

**  > 

adopted  by  the  Association  in  1899.  That  said  classi- 
215  fication  of  accounts  was  (R.  1276)  also  adopted  by  the 

National  Association  of  Utility  Commissioners.  That 
this  was  all  prior  to  the  time  when  the  Interstate  Com¬ 
merce  Commission  was  given  jurisdiction  over  the  accounts 
of  electric  railways.  After  the  Interstate  Commence  Com¬ 
mission  was  given  authority  over  the  accounts  for  electric 
railways,  they  got  in  touch  with  said  Committee  and 
adopted  as  the  basis  of  their  classification  the  classifica¬ 
tion  of  said  Association,  somewhat  modified.  This  first 
classification  was  adopted  by  the  Interstate  Commerce 
Commission  effective  January  1,  1909  and  covered  three 
separate  classifications — one  of  operating  expenses,  an¬ 
other  of  construction  expenditures,  and  another  for  the  in¬ 
come  accounts  of  profit  and  loss.  That  in  connection  with 
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this  classification  promulgated  by  the  Interstate  Commerce 
Commission,  Professor  Henry  C.  Adams  in  charge  of  sta¬ 
tistics  and  accounts  made  the  following  statement  (R. 
1278) : 

“It  is  proper  to  say  that  this  Classification,  as  also  the 
Classification  of  Operating  Revenues  and  of  Expenditures 
for  Road  and  Equipment,  was  worked  out  with  the  coop¬ 
eration  of  representatives  of  the  American  Street  and 
Interurban  Railwav  Association  and  the  American  Street 
and  Interurban  Railway  Accountants’  Association.  This 
fact  is  mentioned  in  order  to  make  acknowledgment  of  the 
assistance  rendered  by  these  Associations,  but  it  should  not 
be  construed  as  meaning  that  all  the  rules  here  promulgated 
received  the  unanimous  approval  of  the  Committees  repre¬ 
senting  them.” 


That  after  this!  classification  had  been  made  effective 
as  to  electric  railwavs  throughout  the  countrv,  and  also 
at  the  time  of  the  existence  of  the  Committee  on  the  Stand¬ 
ard  Classification  of  Accounts  of  the  American  Electric  Rail¬ 


way  Accountants’  Association,  numerous  inquiries  came  in 
to  both  the  Association  and  to  the  Interstate  Commerce 


Commission  for  interpretations  of  these  classifications.  That 


he  was  chairman  of  the  classification  committee  from  1905 
to  1912,  which  was  t  lie  period  in  which  the  classification  was 
prepared  by  the  Interstate  Commerce  Commission. 
216  Many  questions  were  (R.  1279)  asked  about  the  classi¬ 
fications,  and  a  working  plan  was  agreed  upon  with 
the  Division  of  Statistics  and  Accounts  of  the  Interstate 
Commerce  Commission  by  which  whenever  a  question  was 
raised  as  to  the  meaning  of  these  classifications,  whether 
the  question  originated  with  the  Interstate  Commerce  Com¬ 
mission  or  with  the  Association  itself,  before  a  decision 
would  be  rendered  the  Interstate  Commerce  Commission 
and  the  classification  committee  of  the  Association  would 
consult  with  one  another  in  order  that  when  the  decision 
was  finally  rendered  it  would  bear  the  approval  of  both  the 
Interstate  Commerce  Commission  and  his  association. 

Now  these  inquiries  were  very  numerous.  The  procedure 
was  if  the  inquiry  came  to  the  Interstate  Commerce  Com¬ 
mission,  they  would  draft  a  reply  which  would  be  sent 
around  to  all  the  members  of  his  committee.  They  would 
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! 

have  a  round-robin,  get  all  views,  and  finally,  if  |possible, 
come  to  a  decision.  They  would  send  them  out  to  the  com- 

v  L 

pany  making  the  inquiry,  and  then  at  frequent  intervals 
there  would  be  conferences  between  the  Interstate  Com¬ 
merce  Commission  Division  of  Statistics  and  Accounts  and 
his  committee  in  order  to  put  those  into  a  form  of!  decision 
which  might  be  published. 

That  the  first  one  was  published,  Accounting  j  Bulletin 
No.  2,  in  1909,  and  covered  cases  from  No.  1  to!  58.  He 
further  pointed  out  that  the  cooperation  did  exist  ;to  which 
he  referred,  and  that  Henry  C.  Adams  in  making  -it  public 
stated : 

“As  a  matter  of  information  it  may  be  proper;  to  state 
that  the  answers  to  questions  recorded  in  this  bulletin  have 
also  the  approval  of  the  Committee  on  a  Standard:  Classifi¬ 
cation  of  Accounts  of  the  American  Electric  Railway  Ac¬ 
countants’  Association.’ ’  j 

That  this  was  followed  by  Accounting  Bulletin  No.  7, 
effective  January  1,  1912,  which  covered  Cases  Nos.  1  to 
262,  and  similar  comment  was  made  about  the  cooperation 
with  the  Association. 

That  this  was  followed  by  another  bulletin  on  July 
217  (R.  1281 )  1,  1915,  covering  Cases  up  to  3461  In  the 

meantime  the  Interstate  Commerce  Commission  had 
revised  its  svstem  of  accounts.  That  the  system  which  be- 
came  effective  effective  July  1,  1914,  was  in  fact  based  on 
the  original  classification  but  had  some  further  refinement 
of  accounting.  That  his  committee  was  still  cooperating 
with  the  Interstate  Commerce  Commission  and  in  the  pub¬ 
lishing  of  this  classification  Fred  W.  Sweeney,  Chief  Exam¬ 
iner  of  Accounts,  said,  under  date  of  May  28,  1914j: 

“In  the  preparation  of  the  revision  of  the  accounting 
rules  contained  in  this  system  of  accounts  for  electric  rail¬ 
ways  the  Commission  has  had  the  cooperation  of  the  Com¬ 
mittee  on  a  Standard  Classification  of  Accounts  of  the 
American  Electric  Railway  Accountants’  Association.” 

i 

That  another  bulletin  containing  interpretations  of  ac¬ 
counting  classifications  was  published  effective  May  1, 1917, 
and  covered  cases  up  to  440,  and  similar  acknowledgment 
was  made  of  cooperation  with  the  Association  ;and  the 
committee  of  which  he  was  a  member. 
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That  he  had  gone  into  this  in  some  detail  to  show  that 
it  had  fallen  to  his  lot  to  be  actively  connected  with  the 
preparation  of  accounting  systems  for  electric  railways. 
That  he  had  been  familiar  with  the  interpretations  that 
have  been  given  to  those  classifications,  and  while  in  the 
last  ten  vears  he  was  not  so  familiar  with  changes  that 
may  have  taken  place  in  that  time,  he  thinks  he  is  thor¬ 
oughly  grounded  in  the  principles  that  underlie  these  classi¬ 
fications  of  accounts. 

Thereupon  the  plaintiff  offered  and  there  was  received 
in  evidence  Plaintiff’s  Exhibit  Xo.  121,  which  was  a  map 
showing  the  lines  of  the  Washington  Railwav  &  Electric 
Company,  The  Capital  Traction  Company  and  the  Wash¬ 
ington  Rapid  Transit  Company,  giving  the  rail  companies 
in  heavy  lines  and  the  bus  company  in  dotted  lines. 

Mr.  Ham  continuing  stated  that  with  reference  to 


218  (R.  1286)  Exhibit  Xo.  121  he  would  call  attention  to 

the  corporate  history  of  the  Washington  Railway  & 
Electric  Company  as  shown  in  considerable  detail  on  page 
101  of  the  annual  report  of  the  Washington  Railway  &  Elec¬ 
tric  Company  to  the  Public  Utilities  Commission  for  the 
year  ending  December  31,  1928,  which  statement  of  the  cor¬ 
porate  history  referred  at  considerable  length  to  the  Acts 
of  Congress  under!  which  the  companies  now  a  part  of  the 
Washington  Railway  &  Electric  Company’s  system  have 
grown  up,  and  also  the  names  of  most  of  these  companies 
were  shown  in  the1  valuation  order  Xo.  339  of  the  Commis¬ 


sion,  dated  September  4,  1919,  at  page-  18  and  19.  (For 
the  names  of  thes£  different  railroads  and  the  make-up  of 
the  Washington  Railway  &  Electric  Company  see  the 
legend,  Exhibit  Xo.  1  to  the  Bill  of  Complaint.) 

That  the  red  lines  on  said  Exhibit  No.  121 — which  are 


those  of  the  Washington  Railway  &  Electric  System — pre¬ 
dominate,  and  that  said  system  is  that  of  the  consolida¬ 
tion  of  companies  which  were  formed  independently  and 
operated  as  separate  units  and  built  to  bring  people  from 
some  outer  point  into  the  center  of  the  city,  with  not  very 
much  coordination  as  to  interchange  of  traffic  between  the 
formerly  independently  operated  lines.  He  then  elaborated 
at  some  length  upon  the  original  routes  of  these  inde¬ 
pendent  companies  (R.  1288-9). 

In  answer  to  a  question  by  Mr.  Clayton,  witness  stated 
he  did  not  propose  to  introduce  maps  showing  plaintiff’s 
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extensions  in  Maryland  and  that  the  plaintiff  had  a  mile¬ 
age  within  the  District  of  Columbia  of  127.494  mil^s  of 
single  tract,  of  which  64.114  miles  are  underground]  and 
63.38  are  overhead.  That  this  only  referred  to  mileage 
within  the  District  of  Columbia  and  the  mileage  in  Maryland 
for  overhead  is  36.461,  making  a  total  mileage  of  the  Wash¬ 
ington  Railway  &  Electric  Company  within  and  witli- 

219  out  the  District  (R.  1290)  of  163.955  miles  of  single 
track.  That  the  Company  owns  460  active  passenger 

cars  and  96  buses.  That  it  was  one  of  the  first  companies  in 
the  country  and  the  first  within  the  District  of  Columbia 
to  feel  that  bus  service  could  be  advantageously  coordinated 
with  rail  service.  The  first  bus  line  put  into  operation  be¬ 
ing  known  as  the  Park  Road  Bus  Line,  connecting!  with 
the  Mt.  Pleasant  Line,  with  the  Eleventh  Street  Linp  and 
with  the  Georgia  Avenue  Line.  It  was  originally  put  into 
service  on  May  28,  1922  and  extensions  of  it  were  made  in 
1927  and  1928.  That  the  great  advantage  of  such  a  line 
and  of  its  being  coordinated  with  street  railways  was  that 
a  passenger  or  a  person  who  wished  to  ride  from  a  ipoint 
such  as  Rock  Creek  Church  Road  and  Georgia  Avenue 
would  be  entirely  dependent  on  rail  service  and  was]  com¬ 
pelled  to  go  all  the  way  downtown  to  F  Street  and  mjake  a 
transfer  at  that  point  to  the  Connecticut  Avenue  Line  to 
get  to  Mt.  Pleasant  Street  and  Park  road,  which  woijild  be 
a  journey  of  forty-one  minutes,  whereas  the  same  jofirney 
by  bus  can  now  be  made  in  five  minutes.  That  there  had 
been  talk  and  some  idea  of  having  said  lines  connected  by 
crosstown  rail  lines,  but  with  the  development  of  the  bus, 
such  service  would  be  rendered  more  efficiently  and  with 
very  much  less  investment  with  a  bus,  and,  therefore:,  with 
a  corresponding  saving  to  the  public. 

That  on  August  5,  1922  a  line  was  operated  to  tlije  Zoo 
on  holidays  and  Sundays,  for  an  extra  cost  of  two  Icents. 
Another  very  important  line,  which  was  also  the  result  of 
an  urgent  demand  from  residents  of  the  locality,  was  the 
Woodley  Road  Bus  Line,  running  from  a  point  on  Wisconsin 
Avenue  through  Woodley  Road  and  some  other  streets  in 
Cleveland  Park  and  connecting  with  both  the  Capital  Trac¬ 
tion  Company  and  the  Washington  Railway  &  Electric 
Company  (R.  1292).  That  was  another  case] of  es- 

220  tablishing  a  cross-town  service,  although  in  this  par¬ 
ticular  instance  there  was  service  rendered]  to  a 
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community  which  whs  to  some  extent  rather  remote  from 
existing  transportation  facilities.  That  the  route  of  said 
line  had  been  changed  from  time  to  time,  but  remains  in 
substance  what  it  was  originallv  in  1922.  That  in  1923  bus 
service  was  substituted  for  rail  service  into  Potomac  Park 
and  on  March  6,  1923,  bus  was  substituted  for  rail  service 
for  the  all-night  service,  on  the  North  Capital  Street  Line. 
That  he  would  not  go  through  with  a  list  of  all  the  exten¬ 
sions,  but  would  refer  to  one  or  two  particularly  showing 
the  advantage  of  coordinated  service.  The  Rhode  Island 
Line  was  started  January  (5,  1926  and  by  urgent  request 
of  the  localities  adjacent  to  the  former  terminus  thereof, 
it  was  extended  on  November  6,  1927,  January  8,  1928, 
June  20,  1928  and  October  8,  1928,  and  was  operated  from 
Rhode  Island  Avenue  and  Fourth  Street,  N.  E.  to  Nine¬ 
teenth  and  H  Streets,  N.  W.  and  the  same  conditions  ap¬ 
plied  there  as  previously  described,  that  people  previously 
had  to  go  down  towh  through  the  congested  areas,  whereas 
by  taking  the  bus  through  Rhode  Island  Avenue  the  jour¬ 
ney  could  be  made  in  a  much  shorter  time,  that  is  fourteen 
minutes  by  bus  and  twenty-three  minutes  by  street  car 
without  allowing  for  time  lost  in  making  a  transfer  which 
was  necessary  by  rail.  That  the  growth  of  the  business 
shows  this  to  be  a  popular  line  and  he  thinks  the  opera¬ 
tion  of  the  coordinated  bus  service  has  tended  to  prevent 
losses  in  revenues  which  would  otherwise  have  occurred. 


That  said  bus  service  started  late  in  1922  and  in  that  vear 
198,077  bus  passengers  were  hauled,  and  additions  made 
from  time  to  time.  In  1923  there  were  809,665  pay  pas¬ 
sengers;  in  1924  there  were  1,094,720;  in  1925  there  were 
1,895,038;  in  1926  there  were  3,036,852  and  in  1928 
221  there  were  4,425,610  (R.  1294).  That  he  wanted  to 
show  the  extent  to  which  this  service  is  related  to 
street  railway  service  by  taking  such  a  line  as  Park  Road. 
In  1928  this  line  handled  443,497  pay  passengers,  and  at  the 
same  time  it  handled  257,000  transfers  from  car  lines.  In 
other  words,  more  than  fifty  per  cent  of  the  number  of  pay 
passengers  were  represented  by  people  who  were  in  effect 
transferred  between  the  bus  line  and  the  car  line.  That  is 
again  well  illustrated  in  the  Woodley  Road  Bus  Line  which 
transfers  both  to  lines  of  the  Washington  Railway  &  Elec¬ 
tric  Company  and  The  Capital  Traction,  where  in  the  year 
1928  they  hauled  453,573  pay  passengers  and  391,644  trans- 
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fer  passengers,  and  it  is  a  very  small  amount  of  the  traf¬ 
fic  which  is  riding  upon  the  bus  line.  That  almost  the  en¬ 
tire  traffic  on  the  Woodley  Road  Bus  Line  is  that!  of  traf¬ 
fic  which  transfers  between  the  bus  line  and  the  ckr  lines. 

The  witness  then  entered  into  a  brief  discussion  as  to 
whether  or  not  his  business  is  in  competition  with  that  of 
the  Capital  Traction  Company,  which  has  but  two  l<png  lines 
reaching  out  to  the  District  Line — one  Connecticut!  Avenue 
Line  and  other  the  Fourteenth  Street  line,  which  wjien  con¬ 
nected  to  the  former  Washington  and  Marvland  Line  takes 
one  to  Takoma  Park.  The  Connecticut  Avenue  j  Line  is 
not  very  far  distant  from  the  Wisconsin  Avenue  line  and 
they  would  be  said  to  be  in  competition  from  the  District 
Line  to  at  least  such  a  point  as  Woodley  Road  and  then 
farther  in  town,  is  in  direct  competition  with  Mt.  Pleasant 
and  crosses  our  lines  at  11th  and  9th  Streets,  so  jthat  the 
whole  suburban  end  of  it  is  in  some  competition  with  the 
Washington  Railway  &  Electric  System.  That  again  the 
14th  Street  line  is  in  competition  with  the  Washington 
Railway  &  Electric  service  into  Takoma,  it  being  from  Ken¬ 
nedy  Street  south  paralleled  by  the  Georgia  Avenue!  Line,  at 
a  distance  of  some  two  or  three  rather  long  (R.  1*296) 
222  blocks,  and  when  it  gets  down  to  Monroe  Street,  it  is 
paralleled  by  their  11th  Street  line — so  that  the  entire 
length  of  that  line  is  paralleled  by  and  in  competition  with 
the  Washington  Railway  &  Electric  Company.  Th]at  there 
is  direct  competition  between  the  9th  Street  lin^  of  the 
Washington  Railway  &  Electric  and  the  7th  Street  Line 
of  the  Capital  Traction  Company,  and  outside  of  that,  the 
same  major  points  are  reached  by  lines  of  both  companies, 
such  as  the  Union  Station,  the  Treasury  Department,  The 
Capitol,  and  countless  other  public  buildings,  hotels,  and 
places  of  commercial  activity.  That  the  Washington  Rail¬ 
way  &  Electric  Company  system  is  considerably  more 
spread  out  than  the  Capital  Traction  Company,  its  hauls 
are  longer  and  that  the  distances  from  the  end$  of  the 
routes  to  the  center  of  the  citv  are  as  follows: 

District  Line  on  the  Cabin  John  Line  to  11th  and  F 
Streets  is  6.8  miles  ; 

From  the  District  Line  on  Wisconsin  Avenue  to  ijlth  and 
F  Streets  is  6.5  miles; 

From  Mt.  Pleasant  Street  and  Park  Road  to  11th  and 
F  Streets  is  3.3  miles ; 
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From  lltli  and  Monroe  Streets  to  11th  and  F  Streets 
is  2.4  miles; 

District  Line  and  Georgia  Avenue  to  the  same  point  6.3 
miles ; 

Takoma  Park  to  lltli  and  F  Streets,  6.1  miles; 

From  Soldiers 7  Home  to  the  same  point  is  4  miles ; 

From  Brookland  to  the  same  point  is  4.6  miles; 

District  Line  and  Rhode  Island  Avenue  to  the  same  point 
is  4.9  miles ; 

District  Line  and  Kenilworth  to  the  same  point  is  5.8 
miles ; 

223  (R.  1298)  District  Line  on  the  Columbia  line,  the 

Chesapeake  Junction  out  by  Bennings,  to  the  same 
point  6.8  miles ; 

Thirteenth  and  D  Streets,  N.  E.  to  the  same  point  is  2.3 
miles ; 

Fifteenth  and  East  Capitol  Street  to  the  same  point  is 
2.8  miles  ; 

Congress  Heights  io  the  same  point  is  two  miles; 

That  this  is  an  average  of  4.9  miles  from  the  end  of  the 
route  to  lltli  and  F  Streets.  That  this  is  entirely  in  rail 
miles.  That  the  Capital  Traction  Company,  using  rail 
miles  only,  average  only  3.4  to  15th  Street  and  New  York 
Avenue  against  their  4.9  miles  and  they  only  have  two 
points  where  the  haul  is  greater  than  six  miles,  their  dis¬ 
tances  being  as  follows : 

Thirty-sixth  and  M  Streets  to  loth  and  New  York  Ave- 
nue,  2.1  miles ; 

Twenty-sixth  and  G  Streets  to  the  same  point  1.2  miles; 

Eighteenth  and  Virginia  Avenue  to  the  same  point  is 
1.1  miles; 

District  Line  and  Connecticut  Avenue  to  the  same  point 
is  6.1  miles ; 

Fourteenth  and  Kennedy  Streets  to  the  same  point  is  4 
miles ; 

District  Line  and  Takoma  to  the  same  point  is  6.3  miles ; 

Eighth  and  F  Streets,  N.  E.  to  the  same  point  is  3.8 
miles ; 

Navy  Yard  via  Eighth  and  F  Streets  to  the  same  point 
is  4.3  miles ; 

Navy  Yard  via  Pennsylvania  Avenue  to  the  same  point 
is  3.2  miles ; 
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Seventeenth  and  Pennsylvania  Avenue,  South 

224  East,  (R.  1300)  to  the  same  point  is  3.4  miles 

Four  and  one-half  and  P  Streets,  South  West  to 
the  same  point  is  2.8  miles ; 

Fourteenth  and  Decatur  Streets  to  the  same  point  is  3.5 
miles. 

That  this  makes  an  average  of  3.4  miles 

That  the  Washington  Railway  &  Electric  Company  is  a 
larger  company  than  The  Capital  Traction  Company  and 
more  spread  out.  It  has  426  active  passenger  c^rs  to  the 
Capital  Traction’s  325  and  96  busses  compared  with  the 
Capital  Traction  Company’s  43.  It  has  319  active  rush 
cars  against  248  active  rush  cars  operated  by  Capital  Trac¬ 
tion  Company  in  the  month  of  April,  1929.  It  has  132  cars 
operated  in  the  non-rush  period  compared  wdth  123  for  the 
Capital  Traction  Company.  That  it  has  7  active  plow  pits 
for  the  change  from  underground  to  overhead,  Compared 
with  2  for  the  Capital  Traction  Company.  It^  mileage 
within  the  District  of  Columbia  is  127.494  miles  |of  single 
track,  compared  with  59.574  miles  of  single  track  of  the 
Capital  Traction  Company,  and  its  density  of  traffic  is  con¬ 
siderably  less.  Applying  these  two  figures  only  within 
the  District  of  Columbia  the  Washington  Railway  &  Elec¬ 
tric  Company  hauls  510,293  pay  passengers  annually  per 
mile  of  track  owned  and  the  Capital  Traction  Company 
hauls  916,379  such  passengers.  The  conduit  mileage  for 
the  Wash.  Ry.  &  Elec.  Co.  tracks  in  District  of  Columbia, 
underground  is  64.114  and  the  Capital  Traction  Company 
47.317  miles  of  single  track,  brought  down  to  July  1,  1929. 
Also  the  Washington  Railway  hauls  less  passengers  per 
car  mile  operated  than  the  Capital  Traction  Company,  in 
1928  hauling  6.28  passengers  per  car  mile  operated  and 
Capital  Traction  6.87  passengers. 

That  the  purpose  of  introducing  said  figures :  and  said 
map  was  first  to  show  that  the  Washington  Railway  &  Elec¬ 
tric  Company  and  the  Capital  Traction  Company  are  in 
active  competition.  Second,  to  show  that  if  the  Capital 
Traction  Company  is  entitled  to  an  increased  rate  of 

225  fare,  then  (R.  1302)  he  believes  the  figures  he  has 
shown,  regardless  of  all  other  factors  of  valuation  or 

earnings,  would  indicate  that  in  the  very  nature  of  things 
Wash.  Railway  property  cannot  be  operated  as  economically 
13 — 5316a 


194  PUBLIC  UTILITIES  COMMIT.,  D.  C.,  ET  AL.  VS. 

as  can  be  the  property  of  the  Capital  Traction  Company.  Re¬ 
gardless  of  any  figures  of  valuation  or  of  earnings,  with 
the  knowledge  that  the  Commission  has  of  the  development 
and  past  histories  of  said  two  companies,  knowing  that 
while  the  Capital  Traction  Company  has,  to  a  large  extent, 
restricted  its  operations  to  the  grown  up  part  of  the  city, 
taking  few  chances  on  suburban  development  or  of  losses 
incident  to  that,  and  whereas  his  company  has  been  the 
pioneer  in  going  out  into  the  open  spaces  and  developing 
that  country,  it  would  be  an  absolutely  unfair  tiling  that 
there  should  be  a  rate  of  fare  given  to  the  Capital  Trac¬ 
tion  Company  which  was  not  also  given  to  them. 

That  for  the  convenience  of  the  Commission  he  had 
covered  said  line  of  questioning  at  considerable  length  in 
the  record  (which  had  been  made  a  part  of  the  record  in 
the  present  case,)  in  formal  case  Xo.  201,  pages  478,  line 
8  to  page  510,  line  11. 

That  as  President  of  the  Washington  Railway  &  Elec¬ 
tric  Company  he  knows  where  the  lilies  of  said  Company 
run  or  operate  and  that  the  map  aforesaid  was  prepared 
from  the  records  of  the  Company  by  the  engineering  de¬ 
partment  at  his  direction  and  he  believes  it  is  a  correct  map 
of  said  system;  that  he  accepted  the  scaling  as  shown  on 
the  map.  The  map  referred  to  was  then  received  in  evi¬ 
dence,  marked  Exhibit  Xo.  121,  witness  Ham  (R.  1305). 

That  to  the  best  of  his  knowledge  and  belief  said  map 
shows  correctly  the  lines  of  The  Capital  Traction  Company. 

(R.  1306)  The  witness  said  that  before  leaving  said 
226  subject  he  would  like  to  say,  that  in  his  judgment  and 
from  years  of  experience  actively  in  the  operation  of 
said  company,  he  believes  a  uniform  rate  of  fare  is  abso- 
lutelv  essential  on  the  two  street  railwav  lines  for  another 
reason,  and  that  is  that  the  problems  that  they  have  today 
in  handling  rush-hour  service  are  just  as  acute  as  they  ever 
were.  That  the  volume  of  business  in  the  rush  hour  period 
is  very  comparable  with  the  volume  of  business  in  former 
years  in  the  rush  period,  whereas  the  street  congestion,  due 
to  the  use  of  streets  by  automobiles,  has  created  a  condi¬ 
tion  where  it  is  increasingly  difficult  to  operate  their  cars 
within  that  period.  That  while  he  does  not  believe  the  pub¬ 
lic  is  very  much  interested  in  the  small  increase  in  rate  of 
fare  asked  for  by  the  Capital  Traction  Company,  he  does 
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know  that  human  nature  is  human  nature  and  if  the  rate 
of  fare  were  different  on  said  two  lines,  where  pepple  could 
reach  a  given  point  with  equal  convenience  by  either  of  said 
two  lines,  that  portion  of  the  public  would  take  the  line 
where  the  rate  of  fare  was  lower,  the  effect  of  which  would 
be  to  throw  upon  the  line  of  the  company  having!  the  lower 
rate  of  fare  an  increased  volume  of  traffic,  and  if  that  in¬ 
creased  volume  of  traffic  came  in  the  rush  period,  he  be¬ 
lieves  it  would  create  an  unsatisfactory  operating  condi¬ 
tion — unsatisfactory  to  the  public  and  also  to  j  the  com¬ 
panies.  That  outside  of  the  formal  acts  of  Congress  and 
of  the  Commission  he  believes  the  public  of  Washington  has 
expressed  itself  in  favor  of  a  uniform  rate  of  fare  in  its 
refusal  to  look  with  favor  upon  a  zoning  system,  which  was 
one  of  the  means  applied  for  by  his  Company  years  ago 
when  it  needed  relief,  because  as  previously  shown  his 
company’s  lines  are  longer  than  those  of  the  Capital  Trac¬ 
tion  Co.,  and  there  would  have  been  an  extra  charge 
227  for  (R.  1307)  a  longer  ride  by  the  zone  system  and 
would  have  given  it  considerably  increased  revenue. 
That  the  demonstration  before  the  Commission  ahd  in  the 
public  press  convinced  everyone  that  it  was  not  dne  of  the 
ways  by  which  the  situation  could  be  met  and  that  there 
should  be  a  uniform  rate  of  fare  between  the  two  rail  com¬ 
panies.  j 

Mr.  Bowen  then  requested  the  witness  to  turn  to  the 
answer  of  the  Washington  Railway  &  Electric  Co.  (See 
Exhibit  No.  3  to  Bill  of  Complaint  filed  herein)!  with  re¬ 
spect  to  the  statements  respecting  the  fair  value  0f  the  re¬ 
spondent  Washington  Railway  &  Electric  Company  and 
offer  what  proof  he  had  to  meet  that  allegation. '  Where¬ 
upon  the  witness  stated  that  the  answer  of  the  corjapanv  as 
to  the  fair  value  of  the  company’s  property,  as  determined 
by  the  Commission,  was  stated  in  paragraph  11,  sub-para¬ 
graph  (a),  which  he  did  not  read  at  length  for  the  reason 
that  lie  was  about  to  bring  in  an  exhibit  which  wotild  show 
practically  the  same  things  as  therein,  but  that  same  para¬ 
graph  (a)  comes  to  a  conclusion  that  the  fair  value  of  the 
properties  of  the  Washington  Railway  &  Electric  Company, 
used  and  useful  for  operations  within  the  District  of  Co¬ 
lumbia,  as  of  December  31,  1928,  was  $19,210,899.39,  based 
upon  the  fair  value  determined  by  the  Public  Utilities  Com- 
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mission  as  of  July  1,  1914  and  according  to  P.  U.  C. 
records. 

That  paragraph  (b),  in  said  answer,  reads  as  follows: 

“This  respondent  further  states  that  since  the  aforesaid 
valuation  of  its  property  as  of  July  1,  1914,  by  said  Com¬ 
mission,  there  have  been  very  material  increases  in  the 
cost  and  value  of  materials  and  labor  embraced  in  the  con¬ 
struction  or  reproduction  of  the  respondent’s  physical  prop¬ 
erty  used  and  useful  for  its  operations  within  the  District 
of  Columbia,  and  this  respondent  is  entitled  to  a  reasonable 
return  upon  such  increased  value,  but  for  the  purpose  of 
this  hearing  the  sum  stated  of  $19,210,899.39  should  be 
taken  as  the  minimum  fair  value  of  the  properties  of  this 
respondent  used  and  useful  for  street  railway  and  bus 
operations  within  the  District  of  Columbia;  how- 
228  ever  (R.  1309),  without  waiver  and  without  prejudice 
to  any  of  the  rights  or  claims  of  this  respondent  in 
appeals  taken  from  the  valuations  heretofore  ascertained  by 
said  Commission  and  pending  in  the  Supreme  Court  of  the 
District  of  Columbia  in  the  cases  of  City  &  Suburban  Rail- 
way  v.  Public  Utilities  Commission,  No.  37,449,  Georgetown 
&  Tennallvtown  Railwav  Co.  v.  Public  Utilities  Commission, 
No.  37,450,  and  Washington  Railway  &  Electric  Company 
v.  Public  Utilities  Commission,  No.  37,451.” 

The  witness  explained  that  a  number  of  the  exhibits  to 
be  introduced  would  refer  to  the*  fair  value  of  the  com¬ 
pany’s  property  and  that  probably  much  of  his  testimony 
"would  refer  to  the  fair  value  of  the  company’s  property, 
but  unless  otherwise  defme_cUit  should  be  taken  to  mean  as 
determined  in  the  manner  recited  in  the  above  mentioned 
answer,  and  not  as  any  indication  of  the  company’s  esti¬ 
mate  of  fair  value  as  at  the  present  time.  In  other  words, 
he  did  not  want  anything  in  said  record  -when  he  speaks  of 
“fair  value”  to  mean  anything  more  than  fair  value  as  de¬ 
termined  in  the  manner  used  by  the  Commission ;  not  as  an 
admission  of  the  correctness  of  that  method,  or  as  any  state¬ 
ment  of  his  belief  of  the  value  of  the  company’s  property. 

Thereupon  plaintiff  Washington  Railway  &  Electric 
Company  offered  and  there  was  received  in  evidence,  Ex¬ 
hibit  No.  122  (Rec.  1313)  consisting  of  two  sheets  and  show¬ 
ing  the  fair  value  of  property  of  the  Washington  Railway  & 


I 


197 


THE  CAPITAL  TRACTION  COMPANY  ET  AL.  j 

Electric  Company  within  the  District  of  Columbia  as  of 
December  31,  1928,  amounting  to  $19,210,899.39,  a  copy  of 
which  is  hereto  attached  for  the  convenience  of  the  Court. 

At  page  1314  of  the  Record  the  following  took  place : 

“Mr.  Bowen:  I  assume,  if  the  Commission  please,  that 
by  reference  to  the  fair  value  determined  as  stated  by  the 
witness,  and  which  is  contained  in  prior  orders  of  Ithe  Com¬ 
mission,  that  this  Commission  in  this  hearing  will  take  ju¬ 
dicial  notice  of  its  own  orders. 

“Commissioner  Hartman:  We  have  to.  *  *  j*” 

The  witness  then  stated  (R.  1326)  that  said  Exhibit  No. 
122  starts  out  with  the  fair  value  as  determined  by 
229  the  (R.  1326)  Public  Utilities  Commission  as  of  July 
1, 1914,  Order  No.  339,  page  179,  $14,530,000^  and  adds 
to  that  figure  the  net  additions  from  July  1, 1914  to  June  30, 
1919,  as  determined  by  said  Commission,  Order^  No.  339, 
page  180,  $1,046,368.14,  and  allowance  for  materials  and 
supplies  and  working  capital  as  found  by  the  said  Order 
No.  339,  page  180,  $530,000,  making  the  fair  value  as  de¬ 
termined  by  the  said  Commission  as  of  June  |30,  1919, 
Order  No.  339,  page  180,  $16,106,368.14.  i 

That  the  next  item  is  an  addition  of  $126,453131  which 
covers  two  items  which  were  erroneously  included  as  de¬ 
ductions  by  the  Commission  in  reaching  its  decision  on 
June  30,  1919,  and  this  was  again  shown  on  Murray  Ex¬ 
hibit  No.  127,  Formal  Case  No.  201,  page  564*  line  20, 
namely  Old  Tenlevtown  Car  House  $18,972.  and  boilers  and 
engines  sold  at  $107,481.31  in  1916  and  1917.  That  both 
of  these  items  were  excluded  from  the  Commission’s  find¬ 
ings  of  value  on  July  1,  1914,  but  having  been  included 
by  the  Company  as  deductions  from  capital  account,  the 
Commission  in  error  deducted  them  from  the  fair  value  as 
of  1919. 

The  witness  then  stated  that  the  next  item  shown  is  the 
net  additions  from  July  1,  1919  to  December  31,  1928, 
amounting  to  $2,989,908.85,  which  are  shown  in  detail  on 
the  second  sheet  of  said  exhibit. 

i 

On  Page  17,  line  18,  the  transcript  is  properly  copied  as 
follows : 

“That  materials  and  supplies  June  30,  1919,  amounted 
to  $235,000.  Materials  and  supplies  December  31,  1928, 
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amounted  to  $295,000.  and  tlie  working  capital  determined 
December  31,  1928  upon  the  same  basis  as  that  used  by 
the  Commission  in  the  ascertainment  of  working  capital 
on  June  30,  1919,  arhounted  to  $353,867.58.  That,  there¬ 
fore,  there  is  an  allowance  on  the  deduction  to  be  made 
from  the  preceding  figures  shown  on  said  exhibit  *  * 

230  but  apparently  the  stenographer  omitted  some  of 
the  testimony,  as  the  above  is  not  complete.  There¬ 
fore,  the  following  is  substituted  to  properly  explain  the 
matter : 

‘ 4  That  materials  and  supplies  June  30,  1919,  amounted 
to  $235,000.  Materials  and  supplies  December  31,  1928, 
amounted  to  $164,301.51.  Working  Capital  December  31, 
192S,  amounted  to  $353,867.58  determined  upon  the  same 
basis  as  that  used  by  the  Commission  in  the  ascertainment 
of  working  capital  on  June  30,  1919,  when  they  found  it 
to  be  $295,000.  That,  therefore,  there  is  a  deduction  to  be 
made  from  the  preceding  figures  shown  on  said  ex¬ 
hibit  *  *  *” 

of  $11,830.91  on  account  of  the  difference  in  materials  and 
supplies  and  working  capital  on  June  30, 1919,  as  compared 
with  December  31,  1928,  which  makes  the  total  fair  value 
as  determined  by  the  Commission  as  of  December  31,  1928, 
$19,210,899.39,  and  determined  by  its  methods  followed  in 
the  past. 

The  witness  then  stated  what  he  meant  by  “fair  value  as 
determined  by  the  Public  Utilities  Commission.” 

231  That  by  (K.  1328)  reference  to  pages  179  and  180  of 
the  Commission's  order  Xo.  339  the  method  followed 

by  the  Commission  in  the  ascertainment  of  value  in  1919  it 
will  be  seen  was  by  adding  to  the  value  of  July  1,  1914  the 
additions  made  in  the  five-year  period  from  that  date  to  June 
30,  1919,  and  that  throughout  all  of  the  proceedings  of  the 
Commission,  so  far  as  they  have  come  to  our  knowledge,  a 
similar  plan  has  been  followed.  That  in  Rate  Order  No. 
462,  dated  February  27,  1922,  last  reducing  the  Company’s 
rates,  the  Commission  used  the  following  words : 

“The  fair  value  of  the  properties  of  the  Capital  Traction 
Company  and  the  Washington  Railway  &  Electric  Com¬ 
pany  System,  as  of  December  31,  1921,  was  respectively 
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$15,865,798.47  and  $17,469,527.73,  or  a  total  of  $33,335,- 
326.20,  based  upon  the  Commission’s  findings.  These  fig¬ 
ures  include  the  net  amounts  of  items  reported  placed  in 
service  during  1921  at  the  actual  cost  thereof.” 

It  has  never  been  stated  nor  intimated  by  the |  Commis¬ 
sion,  although  their  method  has  been  questioned  by  the 
Company  and  is  one  of  the  points  at  issue  in  thq  applica¬ 
tion,  that  the  Company  has  taken  from  the  Commission’s 
findings  of  value,  but  there  lias  never  been  any  departure 
by  the  Commission  in  the  method  they  have  used  of  stating 
the  fair  value  of  said  Company’s  property  at  a  giyen  time. 
That  this  is  emphasized  again  by  the  testimony  in  their 
case  by  Mr.  Fischer,  based  upon  an  exhibit  prepared  by 
Mr.  Murray  in  Case  No.  201,  in  which  there  was  an  exhibit 
produced,  No.  127,  Exhibit  No.  130B,  hereto  attached  show¬ 
ing  the  value,  reading: 

“ Washington  Railway  &  Electric  Company  Property 
Value  within  District  of  Columbia,  as  of  July  31,  1928.” 


being  in  that  case  a  weighted  amount  of  $18,976,991.83. 

The  witness  then  stated  that  as  brought  out  by  Mr. 
Bowen  that  morning,  a  similar  method  of  determination  of 
value  was  used  by  Commissioner  Brand  in  testifying  be¬ 
fore  the  House  District  Committee,  in  wfyich  it  is 
232  headed  (R.  1330)  44 Commission’s  Value  as  of  July  1, 
1919,  Washington  Railway  &  Electric  Company  and 
Capital  Traction  Company,  with  Additions  Bringing  Value 
up  to  January  1, 1928”,  and  specifying  that  value  in  the  case 
of  the  Washington  Railway  &  Electric  Company  as  $18,- 
915,583.23,  which  is  within  a  comparatively  small  figure 
of  the  figure  that  he  used  as  of  that  date. 

That,  the  second  sheet  of  said  exhibit,  shows  the  net 
additions  to  capital  accounts  within  the  District  qf  Colum¬ 
bia  by  years  and  by  groups  of  accounts  from  July  1,  1919 
to  December  31,  1919,  and  then  each  year  beginning  with 
the  1920  year  down  to  1928,  and  showing  the  grouping  of 
the  expenditures  which  have  gone  into  capital  Accounts. 
That  said  exhibit  speaks  for  itself  and  it  would  not  be  use¬ 
ful  for  him  to  testify  further  about  the  figures  that  are 
shown  on  the  exhibit  itself,  which  lead  to  a  figure  of 
$2,989,908.85.  I 
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The  witness  said  he  had  been  in  charge  of  the  Company 
as  President,  during  all  that  period  and  it  has  been  the 
policy  of  the  Company,  as  it  has  always  been  his  personal 
practice  and  policy,  to  state  capital  accounts  on  a  conserv¬ 
ative  basis.  That  he  believes  in  being  careful  to  exclude 
from  capital  accounts  those  costs  which  seem  to  be  of  a 
doubtful  character,  tmd,  as  the  Commission  knows,  the 
Company  had  been  criticized  in  certain  quarters  for  hav¬ 
ing  failed  to  include  as  much  in  capital  account  as  they 
properly  should,  concerning  which  he  would  later  testify. 

That  he  did  not  know  whether  the  Commission  desired 
the  record  to  be  filled  with  details  of  said  expenditures; 
that  they  had  been  reported  annually  under  oath  to  the 
Commission,  also  monthly,  and  every  facility  afforded  it  to 
check  their  accuracy  when  the  accountants  of  the  Commis¬ 
sion  visited  the  Company’s  office. 

That  as  an  illustration  to  show  the  character  of  items 
included  in  said  capital  accounts  he  wanted  to  take  the 
year  1928. 

233  (R.  1331)  That  the  first  item  in  1928  is  one  of  $141,- 

900.22,  cars  and  car  equipment,  the  details  of  which 
are  as  follows: 

Installing  automatic  rear  exits  on  41  one-man  cars 
$15,653.18 ; 

12  new  cars  Nos.  175  to  186,  $169,656.25; 

Equipping  Cars  Nos.  160  to  174  with  brake  and  treadle 
interlockers  and  changing  door  engines  to  the  constant 
speed  type,  $2,874.93 ; 

Purchase  of  one  compressor  for  use  as  a  spare  for  Cars 
Nos.  160  to  174,  $398.53; 

Purchase  of  one  controller  for  use  as  a  spare  on  Cars 
Nos.  175  to  186,  $222.86 ; 

Then  there  are  certain  deductions : 

Estimated  original  cost  of  two  sets  of  Peckham  14-b 
trucks,  formerly  used  under  cars  401  and  413,  destroyed 
by  fire  at  Eckington  Barn  on  December  31,  1927,  $1,034.00 ; 

Estimated  original  cost  of  five  G.  E.  1000  motors,  two 
G.  E.  800  motors  and  one  compressor  scrapped,  $3,427.05; 

Estimated  original  cost  of  four  car  bodies  scrapped, 
numbers  of  cars  1645, 1647  and  1649,  $5,874.00 ; 

Estimated  original  cost  of  twelve  obsolete  car  bodies,  to¬ 
gether  with  12  sets  of  Peckham  14-d  5  trucks,  $35,171.40 ; 
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Estimated  original  cost  of  equipment  totally 
by  fire  on  cars  401  and  413,  $1,399.08 
And  that  makes  a  net  charge  to  construction  account  on 
account  of  cars  and  car  equipment  for  the  year  1928  ol; 
$141,900.22  | 

The  witness  then  said  that  the  next  item  on  ^aid  state¬ 
ment  in  1928  is  for  track  and  roadway  betterments,  $74,- 
835.34,  the  details  of  which  are: 

Laying  three  tracks,  each  approximately  164  feet  long, 
installing  overhead  trolley  and  other  miscellaneous 
234  (R.  1333)  work  in  rear  of  Eckington  car  libuse  yard, 

$348.37.  That  in  the  figures  so  far  given  a  portion  of 
them  might  have  expenditures  in  connection  with  the  same 
matter,  either  in  the  preceding  or  following  year.!  That  the 
particular  job  he  is  speaking  of  had  an  expenditure  in  1927, 
charged  to  capital  account  of  $3,471.83,  and  thjis  $348.37 
in  1928,  made  a  total  cost  of  that  project  of  $3,970.20  and 
a  similar  explanation  might  be  given  as  to  other  items. 

Purchase  and  installation  of  twelve  electric  snow  melt¬ 
ing  units  for  underground  switches  at  9th  and  E  Streets, 
N.  W.,  $124.58 ; 

Betterments  on  9th  Street,  N.  W.  from  Q  St.  t|o  between 
R  and  French  Streets,  $13,714.88;  | 

Betterments  on  Connecticut  Avenue  from  M  Street  to 
Dupont  Circle,  $7,686.80 ;  j 

Betterments  on  Georgia  Avenue  between  Fern  Street 
and  District  Line,  $24,258.85 ; 

Betterments  on  C  Street,  N.  E.  on  4th  to  13tlji  Sts.  and 
on  13th  St.  N.  E.  from  C  to  D,  $16,335.95 ; 

Betterments  on  17th  Street  between  H  and  K  Sts., 
$6,262.89 ; 

Betterments  on  south  side  of  Dupont  Circle  between  P 
Street  and  Connecticut  Avenue,  $3,760.49; 

Betterment  in  re  steel  pole  “span”  construction  in  place 
of  wooden  pole  “centre”  construction  on  Georgia  Avenue 
between  Rock  Creek  Church  Road  and  Kansas  Avenue, 
$2,001.14 ; 

Betterment  on  9th  Street,  N.  W.,  northbound  from  O 
Street  100  feet  northward,  $335.39 ;  j 

Making  a  total  of  such  expenditures  for  the  year  1928 
of  $74,835.34. 
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The  witness  then  stated  that  as  to  the  betterments  the 
policy  of  his  Company  has  been  to  capitalize  only 
235  such  (R.  1334)  items  as  were  considered  betterments. 

Whenever  a  job  having  to  do  with  reconstruction,  or 
major  replacement  would  lie  a  better  term,  in  underground 
work,  after  the  completion  of  the  work,  the  engineering  de¬ 
partment  makes  an  estimate  of  the  portion  properly  clas¬ 
sified  as  a  betterment.  For  illustration — the  betterment 
on  9th  Street,  X.  W.  from  Q  St.  to  between  R  and  French 
Sts.,  $13,714.88,  is  icovered  by  an  analysis  made  by  the 
chief  engineer  of  track  and  roadwav  showing  that  there  is 
a  betterment  in  yokes  of  $4,134.81,  a  betterment  in  joints  of 
$905.20,  a  betterment  in  tubing  of  $5,958.58,  betterment  due 
to  additional  earth  excavation  of  $379.96,  extra  foundation 
excavation  $1,483.96,  extra  foundation  concrete,  two  items 
of  $702.62  and  $149.75,  making  a  total  of  $13,714.88.  That 
similarly  there  is  an  analysis  made  by  the  engineering  de¬ 
partment  of  each  of  these  betterment  jobs. 

The  witness  stated  that  the  next  item  shown  on  the  2nd 
sheet  of  Exhibit  Xo.  122  is  Other  Track  and  Roadwav  Ex- 
penditures — $2,464.55,  consisting  of  the  following  items: 

Construction  of  five  wooden  platforms  on  Connecticut 
A vc.  X.  W.  between  Dupont  Circle  and  S  Street,  $450.24; 

Construction  of  eight  wooden  platforms  on  Connecticut 
Ave.  X.  W.  between  Dupont  Circle  and  H  St.,  $1,004.30; 

Installation  of  eight  concrete  piers  in  Hennings  store- 
yard  for  storage  of  rail  and  extending  storage  track  ap¬ 
proximately  sixty  feet,  $299.42 

Special  assessment  by  District  of  Columbia  for  paving- 
499  feet  on  11th  Street,  X.  W.,  Lot  S00,  Sq.  330,  occupied 
by  the  11th  and  Florida  Avenue  car  house  property, 
$260.59 ; 

Special  assessment  by  District  of  Columbia  for  install¬ 
ing  sewer  in  Lots  34,  35,  14,  15,  1  and  2 — square  number 
not  given — $450.00,  making  a  total  of  such  items  of 
$2,464.55 


236  (R.  1336)  That  the  next  item  is  track  and  roadway 

tools  and  equipment,  with  a  credit  of  $499.96  which 
covers  installation  of  an  Ingersoll  Rand  Tamper  and  four 
scaling  tools  for  track  and  roadway  department,  $200.04; 
and  the  original  cost  of  one  portable  welder  rheostat,  de¬ 
scribed,  $700.00;  ne  credit  $499.96 
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Shop  tools  and  equipment  $1,037.82,  made  up  of  the  fol¬ 
lowing  : 

Two  electric  gasoline  pumps  for  use  of  busses  at  garage, 
$895.45 ;  | 

One  two-gun  high  pressure  bus  washing  machine,  includ¬ 
ing  motor  from  old  machine,  $457.62; 

One  Laundryette  washing  machine  for  shops,  j  $123.75 ; 

Less  a  credit  covering  the  original  cost  of  one!  Kellogg 
high  pressure  bus  washing  machine,  $440:  making  the  net 
additions  under  that  classification  of  $1,037.82. 

Buildings  and  Land  $5,533.21,  consisting  of  the  following 
items : 

Betterment  re  installation  of  steel  ties  in  placp  of  dirt 
fill  in  reconstruction  of  track  under  the  transfer!  table  in 
transfer  table  pit  at  Columbia  barn,  $1,011.75; 

Erection  of  a  one-story  brick  addition  to  Sub-station  Xo. 
3,  $4,638.44 ;  j 

Less  a  deduction  or  additional  credit  for  cost  I  of  small 
wooden  building  adjacent  to  Eckington  car  house  disman¬ 
tled  to  make  room  for  addition,  $116.98. 

The  witness  then  stated  that  the  title  Land,  as  shown 
on  the  exhibit,  should  be  limited  to  buildings  asf  applied 
to  1928,  that  the  land  was  not  involved.  He  described  the 
last  item  in  that  column.  Credit  for  miscellaneous  prop¬ 
erty  sold  $5,977.48,  being  the  estimated  original  cost  of 
66,416.4  square  feet  of  land  known  as  Parcel  183  over  41 
at  43rd  Place  and  Sheriff  Road,  X.  E.  sold  to  J.  J. 
237  (R.  1337)  Drury,  $5,977.48  j 

That  the  next  item,  office  furnitu-e  and!  fixtures, 
$1,144.48  was  listed  in  detail,  showing  the  different  items 
of  office  furniture,  such  as  filing  cabinets,  tables,  calculating 
machines  and  certain  deductions  for  similar  apparatus  or 
conveniences  that  went  out  of  service. 


That  the  next  item — Automobiles  and  other  ;Vehicles, 
$1,761.68,  consists  of  the  following  items: 

Three  Champion  snow  plows  and  all  attachments  to  fit 
standard  make  of  truck,  $840.73 ; 

Convert  White  bus,  motor  and  chassis  #22,  into  a  line 
truck  for  track  and  roadway  department,  $585.70; 

One  Ford  Sedan  for  transportation  dept.  $580.00; 

One  Ford  roadster  with  pickup  body  for  buildings  ’  fore¬ 
man,  $445.45; 
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One  G.  M.  chassis  and  cab  with  Pontiac  motor  for  money 
wagon,  $1,005.50; 

Convert  motor  and  chassis  from  Bus  #20  into  garage 
emergency  truck  with  power  winch,  $21;  (the  balance  of 
that  work  having  been  charged  in  capital  account  in  the 
year  1927). 

That  the  following  were  deductions: 

Original  cost  of  Ford  touring  car  $465.90; 

Original  cost  of  Ford  run-about  $413.86; 

Original  cost  of  old  Ford,  one-ton,  money  wagon,  $816.15. 

The  witness  then  took  up  the  2nd  sheet  of  Exhibit  No. 
122,  January  1928,  being  busses  $72,483.45,  consisting  of 
the  following: 

Purchase  of  five  type  X  Yellow  Coaches,  $28,938.26; 

Purchase  of  four  type  Z  Yellow  Coaches,  $32,535.71 ; 

Purchase  of  four  type  X  Yellow  Coaches,  $61.64;  (the 
balance  of  the  expenditure  having  been  made  in  1927) 

Purchase  of  four  Z  tvpe  Yellow  Coaches,  $33,- 
213.20; 

238  (R.  1339)  Two  motors  from  Dodge-Graham  bus 

#14  and  17  held  as  spares,  $200.00; 

And  the  following  credits: 

Two  Type  X  Yellow  Coaches,  $30.00;  (which  is  credit¬ 
ing  an  old  charge  for  two  spare  carriers,  General  Motors 
Company) 

Credit  of  one  old  Dodge  Motor  complete  scrapped, 
$240.00 ; 

Credit  original  cost  of  Bus  #22,  $6,351.78; 

Original  cost  of  two  busses  Nos.  14  and  17,  $7,410.29; 

Original  cost  of  6-wheel  Bus  #106  scrapped,  $8,433.29; 

The  purchase  from  R.  L.  May  of  the  right,  title  and 
franchise  to  operate  the  bus  line  known  as  Hyattsville 
Hills — between  Hyattsville  Hills,  Md.  and  9th  and  C  Sts. 
N.  W.,  Washington,  $5,500.  That  this  is  an  additional  item 
on  the  statement  for  1928,  shown  as  “Miscellaneous”. 

That  similar  information  is  available  for  all  the  rest 
of  the  period  shown  upon  said  exhibit  No.  122  and  the  ex¬ 
planation  given  for  the  year  1928  is  illustrative  of  the 
character  of  expenditures  that  have  been  made  and  are 
classified  in  said  statement.  The  witness  then  stated  this 
completed  his  direct  testimony  with  reference  to  said  ex¬ 
hibit. 
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On  cross  examination  the  witness  stated  in  reply  to  ques¬ 
tion  as  to  the  modus  operandi  of  arriving  at  tlnp  item  of 
net  additions  on  cars  and  car  equipment,  that  he  could 
have  stated  the  additions  that  way.  That  the  additions 
to  equipment  during  the  year  in  connection  with  icars  and 
car  equipment  were  $186,795.75  and  covered  the  ipurchase 
of  additional  equipment  of  such  improvements  to  existing 
equipment  as  were  deemed  to  be  properly  chargeable  to 
capital  account.  That  the  deductions  amounted  to  $44,- 
895.53  which  covered  the  original  cost  estimated,  if  not  • 
knowm,  of  such  equipment  as  v’as  retired,  so  that  the  dif¬ 
ference  between  the  additions  and  (R.  1341)  deduc- 
239  tions  is  the  amount  shown  as  a  net  addition^  That  if 
the  original  cost  is  not  known,  they  relied  very  largely 
upon  the  estimate  of  original  cost  made  by  Mr.  Sangster, 
accountant  for  the  Commission  v’ho  made  a  very  Searching 
inquiry  as  to  the  original  cost  of  the  equipment.:  That  if 
they  could  not  estimate  it  with  reasonable  convenience 
from  their  own  records,  it  has  been  taken  from  Mr.  Sang¬ 
ster  ’s  figures,  if  they  could  be  identified.  That  all  the 
additions  since  December  31st,  in  fact  July,  1919,  have 
been  at  actual  cost,  and  the  deductions  have  been  based 
upon  cost,  estimated  if  not  knovm. 

In  answer  to  question  concerning  track  and  |  roadvray 
betterments,  and  how  a  betterment  is  determined,  and 
thereby  how*  much  to  deduct,  the  witness  stated  that  it 
v’as  covered  primarily  by  their  interpretation  of  the  classi¬ 
fication  of  accounts.  That  one  of  the  items  thef  include 
as  a  betterment  is  the  cost,  the  excess  cost,  of  heavier  rail 
installed  in  lieu  of  lighter  rail  and  the  rule  of  accounting 
governing  that  is  shown  on  page  96  of  the  Uniform  System 
of  Accounts,  appearing  under  the  general  title  of  “Rails, 
Rail  Fastenings  and  Joints”,  as  follows: 

j 

“This  account  shall  include  the  cost  of  rails,  jincluding 
guard  rails,  rail  fastenings  and  joints,  used  in  iconstruc- 
tion  of  tracks,  the  cost  of  transportation,  inspection  and 
handling,  except  final  distribution,  and  the  excess  cost  of 
heavier  or  improved  type  or  quality  of  rails,  rail  fasten¬ 
ings  and  joints  removed  and  replaced.”, 

As  to  how  he  determined  improvements  on  cars'  whether 
as  betterments  or  charges  to  maintenance,  the  witness  said, 
speaking  generally,  that  where  there  is  a  decided! improve- 
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ment  iii  the  car,  adding  to  its  usefulness,  (R.  1344)  a 

240  portion  of  the  cost  of  that  change  should  be  charged  to 
capital  account  and  that  portion  which  is  lost  in 

the  change  will  be  charged  off  to  expense  account.  For 
instance,  when  improving  certain  cars,  as  they  have,  with 
modern  seats  and  modern  flooring,  some  portion  of  that, 
the  bulk  of  it  would  be  charged  to  construction  account 
as  a  betterment,  but  some  portion  of  it  might  be  charged 
to  operating  expense  theoretically.  That  the  only  charge 
of  that  type  in  1928  is  for  installing  rear  exits  on  one- 
man  cars,  $15,653.18,  which  was  an  entirely  new  feature 
and  something  that  did  not  exist  on  that  car  before,  and 
was  clearly  an  added  improvement  to  it.  That  the  line 
of  distinction  must  always  be  a  question  of  judgment  and 
there  is  no  absolutely  fixed  line  that  can  be  drawn.  That 
he  distinctly  remembers  that  that  is  covered  bv  an  analv- 
sis  of  the  very  decisions  to  which  he  had  previously  re¬ 
ferred.  That  there  are  many  instances  where  the  Inter¬ 
state  Commerce  Commission  has  held  as  to  how  the  lines 
should  be  drawn  between  that  which  is  charged  to  con¬ 
struction  and  what  shall  be  charged  to  operating  expense. 
That  if  a  change  has  been  made  which  lias  added  to  the 
life  of  the  car,  that  would  be  classified  as  a  betterment. 

The  witness  said  that  his  direct  statement  with  respect 
to  the  item  of  $74,835.34  did  not  give  the  gross  of  the  items 
charged  to  expenses  and  then  proceeded  to  give  same.  That 
the  first  item  he  referred  to  was  the  betterment  on  9th 
Street  from  Q  Street  to  between  R  and  French  Streets, 
the  total  cost  of  which  work  was  $59,484.08,  of  which  $13,- 
714.88  was  classified  as  a  betterment  and  the  rest  was 
charged  either  to  maintenance  or  to  depreciation.  That 
his  method  of  accruing  depreciation  is  that  ordered  by 
the  Commission  in  Order  No.  339  wherein  it  ordered  that 
depreciation  should  be  figured  upon  the  reproduction  values 
as  determined  on  July  1,  1914  according  to  certain  life 
tables  which  were  developed  (R.  1346)  and  testified 

241  to  in  the  course  of  that  proceeding,  and  that  is  the 
fundamental  basis  for  figuring  depreciation.  That 

they  have  never  varied  from  the  time  they  started  in  1919 
down  to  date.  As  additional  property  is  added,  or  as  prop¬ 
erty  is  added,  about  every  three  months  that  is  stated  in  a 
new  depreciation  figure  to  be  added  on  to  the  original  figure 
and  then  there  has  been  one  new  item  come  in  during  that 
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period,  which  is  not  covered  by  the  Commission’s  rules, 
which  is  bus  and  bus  equipment,  concerning  which  they 
have  reported  to  the  Commission  what  their  basis!  is,  which 
is  using  a  very  much  shorter  life  for  busses  and  bus  equip¬ 
ment.  That  in  all  other  respects,  the  depreciation  is  made 
up  in  accordance  with  the  Commission’s  order.  That  the 
total  amount  of  the  project  to  which  he  referred  was  $59,- 
484.08  of  which  $13,714.88  was  charged  as  betterment  and 
the  balance  was  charged  either  to  depreciation^  mainte¬ 
nance  or  expense.  That  $23,973.94  was  charged  to  de¬ 
preciation  and  $21,798.26  to  operating  expenses.  I  The  wit¬ 
ness  said  that  he  did  not  plan  to  introduce  an  exhibit  show¬ 
ing  the  total  in  the  depreciation  account.  That  j  the  item 
of  $72,483.45,  busses,  did  not  include  any  busses  purchased 
from  R.  L.  Mav  during  the  vear  1928  because  they  did  not 
buy  any  busses  from  Mav,  all  thev  got  was  a  franchise. 
That  the  next  item  in  the  next  line  represents  the  intangible 
rights  they  bought  from  him  and  paid  for. 

Commissioner  Hartman  in  order  for  the  record  to  show 
clearly  the  Washington  Railway  &  Electric  Company’s 
method  of  accounting  for  additions  and  betterments,  se¬ 
lected  one  specific  1928  project,  distinguished  as!  Job  No. 
11082,  and  asked  Mr.  Ham  numerous  technical  and  com¬ 
plicated  questions  with  reference  to  said  work,  Which  dis¬ 
closed  that  said  job  was  reconstruction  of  1460  feet  of 
single  track,  conduit  track,  on  17th  Street  between  H  and 
K  Streets,  and  involved  relaying  (R.  1349)  spme  type 
242  I)  97-420  rail  with  welded  joints,  replacing  bolted 
joints,  and  the  replacing  of  old  type  (b)  yoke  with  # 
new  No.  1648  yokes,  the  construction  of  an  enlarged  con¬ 
crete  tube  in  place  of  the  old  tube,  and  the  replacing  of  wood 
block  pavement  with  asphalt  pavement. 

The  witness  stated  that  his  interpretation  of  |  the  pre¬ 
scribed  classification  was  that  as  the  work  progressed,  all 
costs  were  charged  to  the  appropriate  operating!  expense 
accounts  and  on  completion  of  the  job  analysis  of  the  actual 
costs  of  new  work  and  of  the  original  units  replaced  was 
made  by  the  engineering  department,  and  determination 
was  then  made  of  amounts  deemed  applicable  to  capital 
accounts  under  the  prescribed  accounting  classification; 
that  the  amounts  deemed  chargeable  to  depreciation  were 
determined  in  their  accounting  department ;  that  the 
amounts  for  capital  and  depreciation  so  determined  were 
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credited  to  the  appropriate  expense  account  and  charged 
to  appropriate  capithl  accounts  and  to  Depreciation  Ac¬ 
count  No.  443,  respectively,  the  balance  remaining  in  ex¬ 
pense  accounts  to  Which  the  amounts  were  originally 
charged.  That  this  was  representative  of  the  accounting 
methods  used  for  all  similar  jobs.  That  coming  back  to 
the  particular  job  above  mentioned  it  is  correct  that  the  fol¬ 
lowing  charges  were  made — Account  511,  paving,  $1,505.09; 
Account  No.  509,  Underground  Construction,  $4,472.62;  Ac¬ 
count  No.  507,  Rail,  rail  joints,  etc.  $285.18,  making  a  total 
of  $6,262.89.  The  witness  further  stated  that  the  state¬ 
ment  was  correct  that  the  amount  charged  to  Account  511 
was  determined  by  deducting  from  $5,304.01  the  actual 
cost  of  the  new  paving  the  sum  of  $3,798.92,  determined 
on  the  basis  of  labor  and  material  at  the  1914  inventory 
cost  of  paving  on  the  section  of  track  involved,  reduced 
to  a  track  foot  basis  of  $2,602  and  multiplied  by  the  track 
feet  of  paving  removed,  which  was  1,460  feet  and  shows  a 
difference  of  $1,505.09,  which  was  charged  to  Account 
511. 

243  (R.  1351)  Mr.  Ham  stated  he  assumed  the  Commis¬ 

sion’s  statement  of  facts  was  correct,  but  that  he  did 
not  have  the  data  before  him  and  was  only  judging  the  cor¬ 
rectness  thereof  according  to  the  results  stated,  said  facts 
being,  that  the  amount  charged  to  Account  509  was  deter¬ 
mined  as  follows:  215  No.  1648  Yokes  added  at  $13.58  each, 
making  $2,925.98,  less  for  yoke  credited  to  job  #11082  and 
charged  to  job  #11087  at  $11.  making  a  total  of  $2,914.98, 
*  less  the  cost  of  old  yokes  214  at  $4,972,  amounting  to 
$1,064.01,  making  the  net  $1,850.97.  The  witness  stated  as 
being  correct  further  charges  to  Account  509,  being  $2,440.92 
for  ‘ 4 reconstruction  of  tube”  and  $180.73  representing  the 
difference  between  the  cost  of  new  construction  over  the 
old,  due  to  the  increase  in  size  of  the  new  concrete  tube 
over  the  old,  and  extra  excavation.  That  as  to  the  detail 
of  arriving  at  the  figure  of  $6,262.89  the  witness  could 
not  say  it  was  correct  as  stated  by  Commissioner  Hart¬ 
man,  but  the  figure  was  the  same.  That  it  was  correct 
to  state  the  amounts  relative  to  said  job,  deemed  charge¬ 
able  to  depreciation,  as  determined  by  the  Accounting  De¬ 
partment,  credited  to  the  expense  accounts  and  charged 
to  Account  443,  Accrued  Depreciation,  Road  and  Equip¬ 
ment,  were: 
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Acct.  1,  Superintendence . ,j . . .  $242.02 

Acct.  4,  Rails  . j . . .  1,207.84 

Acct.  5,  Rail  Fastenings  &  Joints . j.  . .  135.20 

Acct.  7,  Underground  Construction . j.  . .  738.07 

Acct.  8,  Track  &  Roadway  Labor . j.  . .  4,942.49 

Acct.  9,  Misc.  Track  &  Roadway  Exp . L  .  433.38 

Acct.  10,  Paving  . j. . .  2,175.57 

Acct.  21,  Underground  Conduits . I .  .  12.91 

Acct.  22,  Distribution  System . 1 . .  252.89 


Total  charged  to  depreciation . \ .  .  $10,140.37 


That  it  would  be  a  correct  statement  of  his  procedure 
to  state  that  their  method  of  accruing  current  deprecia¬ 
tion  is  based  on  Order  No.  339,  and  that  iii  addition  to 
the  annual  depreciation  as  of  July  1,  1914,  as  developed 
in  Table  67  of  that  order,  they  accruie  each  three 
244  months  (R.  1354)  on  net  additions  and!  betterments, 
based  on  the  rates  shown  in  Table  39  of  percentage  of 
reproduction  cost  for  annual  depreciation  applicable  to  the 
various  accounts  and  charge  to  the  appropriate  deprecia¬ 
tion  account  (Way  &  Structures,  Equipment,  etc.)  and 
credit  Account  443.  j 

That  it  would  be  correct  to  state  the  determination  of 
amount  chargeable  to  Account  443  in  the  case:  of  jobs  like 
the  one  under  consideration,  is  based  upon  index  numbers 
of  construction  costs  based  on  1913  as  100  developed  by 
the  American  Electric  Ry.  Assn.;  that  in  1914  the  index 
number  was  94  and  for  the  various  months  of  1928  it  is 
considered  there  is  no  appreciable  fluctuation  from  202, 
and  the  Company’s  practice,  therefore,  is  to  charge  to  Ac¬ 
count  443,  94/202  or  approximately  46V*>%  of  the  total  cost 
of  reconstruction  less  amounts  deemed  chargeaible  to  capi¬ 
tal  accounts,  and  the  appropriate  expense  accounts  w’hich 
received  the  charges  for  the.  work  as  it  progressed  are 
credited  their  proportion  of  said  total  charge;  to  account 
443.  The  witness  stated  that  for  convenience  pf  account¬ 
ing  all  of  the  expenditure  is  first  charged  to  operating  ex¬ 
penses  and  might  just  as  well  have  been  charged  to  suspense 
until  the  completion  of  the  job.  The  object  of  said  system 
is  that  those  items  which  are  considered  betterments  shall 
be  charged  to  capital  account,  and  the  amount  of  better- 
14— 5316a 
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ments  is  deducted  from  the  total  cost  of  the  job;  that  of 
the  balance,  94/202,  or  a  fraction  with  a  numerator  of  94 
and  a  denominator  of  202  is  chargeable  to  depreciation  re¬ 
serve,  and  the  balance  is  chargeable  to  maintenance;  that 
in  the  details  which  go  to  make  up  that  total  of  any  given 
job,  there  is  wrong  in  certain  instances,  but  the  total  is  not 
affected  thereby.  It  may  be  that  one  account,  rails,  or 
another  account,  paving,  might  be  wrong,  but  when  deal¬ 
ing  with  the  final  figure,  the  error  that  may  have  ap- 
245  pea  red  in  any  of  the  (R.  1356)  items  constituting  that 
total  will  have  disappeared.  When  questioned  as  to 
method  of  accounting  provided  relative  to  Account  443,  the 
witness  stated  that  they  were  not  over-stating  their  capital 
account  and  the  only  question  is  whether  there  is  a  proper 
distribution  between  operating  expenses  and  reserve.  To 
get  to  the  fundamental  of  the  thing,  as  far  back  as  1920  in 
a  decision,  Order  Xo.  400,  in  re  increased  fare  application 
bv  the  Washington  Railwav,  the  Commission  stated: 


“Testimony  of  representatives  of  both  the  Washington 
Railway  &  Electric  Company  and  the  Capital  Traction 
Company  shows  that  they  are  attempting  to  follow  the 
rules  laid  down  bv  the  Interstate  Commerce  Commission 


in  the  manner  of  treating  renewals  and  replacements  of 
track  and  roadway.  These  two  companies,  however,  place 
different  interpretations  on  those  rules,  the  former  (the 
Washington  Railway  &  Electric  Company)  apparently 
capitalizing  less  than  the  proper  amount,  while  the  latter 
(the  Capital  Traction  Company)  is  capitalizing  more  than 
the  proper  amount.  It  is  the  intention  of  the  Commission 
to  formulate  definite  rules  to  govern  such  cases,  but  is 
not  prepared  at  this  time  to  announce  the  proper  pro¬ 
cedure.  ’  ’ 


That  in  1921  the  Public  Utilities  Commission  began  to  take 
testimony  in  regard  to  depreciation  in  Formal  Case  No.  102 
and  up  to  that  time  the  Washington  Railway  &  Electric 
Company  had  been  required  to  report  to  the  Interstate 
Commerce  Commission  and  held  by  it  to  be  under  its  juris¬ 
diction.  That  they  raised  the  point  before  the  Public  Utili¬ 
ties  Commission  re  said  jurisdiction  and  that  inasmuch  as 
the  law  required  compliance,  as  far  as  practicable,  with 


THE  CAPITAL  TRACTION  COMPANY  ET  AL 


211 


the  rules  of  the  Interstate  Commerce  Commission,  that 
they,  being  an  interstate  carrier  and  under  the  rules  of 
the  Interstate  Commerce  Commission,  would  be  |  compelled 
to  follow  their  system  of  accounting.  That  the  Public  Utili- 
ties  Commission  appealed  to  members  of  the  jlnterstate 
Commerce  Commission  on  the  difference  that  had  arisen 
and  the  Interstate  Commerce  Commission,  on  its  own  initia¬ 
tive,  underlook  a  hearing  to  ascertain  whether  or  not 
240  the  Washington  Railway  &  Electric  (R.  1&59)  Com¬ 
pany  was  subject  to  the  jurisdiction  of  the;  Inter  state 
Commerce  Commission,  and  speedily  decided  by  Order  No. 
15135,  I.  C.  C.:  *  *  I 

“Having  concluded  that  the  Washington  Railway  &  Elec¬ 
tric  Company,  together  with  its  subsidiary  electric  com¬ 
panies,  is  not  a  carrier  subject  to  the  Act,  we  must  hold 
that  we  have  no  jurisdiction  over  the  depreciation  charges 
of  these  companies.  An  order  discontinuing  this  jin vestiga- 
tion  will  be  entered.” 

i 

j 

The  Public  Utilities  Commission  then  started  in  again 
in  1924  and  had  hearings  which  did  not  lead  to  anv  order. 

w  j  •/ 

The  witness  stated  the  result  of  the  situation  ip  that  the 
Public  Utilities  Commission  has  never  prescribed!  any  rules 
or  regulations  with  reference  to  accounting  for  j  deprecia¬ 
tion,  and  he  contends,  and  has  contended  throughout  all 
the  hearings  previously  referred  to  before  the  Public  Utili¬ 
ties  Commission,  that  the  law  creating  said  P.  0.  C.  has 
stated  that  the  Commission  shall  prescribe  rules,  regula¬ 
tions  and  forms  of  account  regarding  depreciation,  and  that 
the  rates  of  depreciation  shall  be  sufficient  to  provide  the 
amounts  required  over  and  above  the  expense  of  mainte¬ 
nance,  to  keep  such  property  in  a  state  of  efficiency  corre¬ 
sponding  to  the  progress  of  the  industry  (Paragraph  16  of 
the  Act).  The  witness  then  explained  why  said  decimal 
of  94/202  is  the  only  part  that  they  charge  against  depre¬ 
ciation  because  they  believe  that  the  P.  U.  C.  committed 
fundamental  error  in  the  determination  of  depreciation  in 
its  order  of  1919  in  basing  rates  of  depreciation  upon  values 
of  1914,  that  they  committed  just  as  much  of  an  error  in 
fixing  depreciation  rates  on  reproduction  prices  Of  1914  as 
they  did  in  fixing  value  upon  prices  of  1914.  Th|e  witness 
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said  they  maintained,  and  now  had  some  substantive  law 
back  of  them,  that  depreciation  charges  should  be  based 
upon  the  value  of  the  property  at  the  time  it  is  being  used 
for  the  public’s  use,  and  therefore,  the  rates  fixed  by  the 
Commission  in  its  order  of  1919,  if  (R.  1361)  correctly 

247  stated  as  to  proper  lives  which  are  based  upon  the 
1914  prices,  will  not  be  sufficient  to  maintain  the  prop¬ 
erty  in  a  condition  corresponding  with  the  development  of 
the  art,  because  it  is  manifest  that  property  cannot  be  re¬ 
placed  now  at  costs  which  prevailed  in  1914. 

The  witness  stated  there  is  no  clear  relationship  be¬ 
tween  such  amounts  as  are  charged  to  Account  443  under 
that  method  and  the  amount  of  credits  accrued  therein  dur¬ 
ing  the  service  life  with  respect  to  property  retired.  That 
the  Company  started  in  with  substantially  no  depreciation 
reserve  and  never  promulgated  any  rules  but  had  to  adopt 
those  as  appeared  to  be  reasonable  and  sound.  That  they 
were  compelled  to  charge  against  depreciation  the  original 
cost  of  property  retired.  That  if  apparently  the  interpre- 
-ation  the  Commission  is  to  put  upon  that  is  correct,  they 
would  have  been  compelled,  without  any  reserve  created  in 
past  years,  to  charge  to  the  operating  expense  of  a  given 
year  such  depreciation  as  they  were  being  ordered  to  charge 
by  the  Commission,  plus  a  very  large  part  of  the  expense 
of  replacement,  which  was  not  provided  for  by  the  reserve, 
and  it  is  the  same  old  question  that  has  been  up  time  and 
time  again  before  the  I.  C.  C.  and  there  has  been  no  solution 
of  it  determined  upon  by  that  Commission. 

In  reply  to  a  question  the  witness  stated  he  thinks  it  is 
correct  that  the  amount  that  can  be  charged  to  capital 
account  is  represented  by  the  betterment  as  defined  under 
Account  507,  Rails,  Rail  Fastenings  and  Joints,  and  Ballast, 
505,  and,  by  analogy,  he  thinks  the  same  thing  should  apply 
to  underground  construction.  That  when  the  account  of  un¬ 
derground  construction  was  written,  there  were  only  two  or 
three  companies  in  the  United  States,  or  only  two  cities 
in  the  United  States  that  had  underground  construction 
and  there  was  not  the  same  refinement  in  definition 

248  (R.  1364)  in  regard  to  that  which  there  was  in  the 
other  accounts  which  were  more  generally  used,  but 

he  thinks  by  analogy  the  same  thing  should  apply  to  under- 
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ground  construction,  Account  509,  that  applies  t6  Account 
505,  Ballast,  506,  Ties  and  507,  Rails.  That  it  is  his  interpre¬ 
tation  that  renewals  in  kind  without  betterments,  under  the 
classification,  must  be  accounted  for  entirely  in  the  appro¬ 
priate  expense  accounts.  That  he  thinks  it  is  proper  pro¬ 
cedure  when  a  part  of  a  road,  rather  than  the  element  of 
track  structure,  is  retired  and  replaced  the  accounting  must 
conform  with  the  provision  of  the  classification  already 
referred  to.  That  undoubtedly  if  it  is  an  added  expense, 
due  to  being  done  under  traffic  conditions,  that  the  part  of 
labor  costs  for  the  installation  of  replacements,  j under  the 
interpretation  of  the  I.  C.  C.  Bureau  of  Accounts,  should 
be  included  as  an  operating  expense. 

That  the  fundamental  thing  to  be  accomplished^  he  thinks, 
is  that  there  shall  be  a  proper  distribution  of  accounts  as 
between  additions  and  that  which  is  not  an  addition.  That 
the  reconstruction  of  a  couple  of  blocks  on  17th  St.  between 
II  and  K  is  a  misnomer,  it  is  nothing  but  a  repair.  That 
it  must  be  borne  in  mind  there  are  only  two  cities  in  the 
U.  S.  that  have  this  underground  construction  afid  in  view¬ 
ing  this  in  the  determination  of  what  is  reallv  the  true  in- 
tention  of  the  classification,  it  must  be  looked  upon  as 

what  would  be  done  under  similar  circumstances  bv  a  sur- 

!  / 

face  road.  If  there  is  a  line  of  railroad  where  it  is  neces¬ 
sary  to  renew  rail,  and  it  is  open  construction — surface 
construction,  it  becomes  necessary  to  renew  that  rail,  if  in 
kind,  it  is  a  direct  charge  to  maintenance  accobnt.  That 
in  process  of  renewing  the  rail  one  has  to  get  down  to  the 
tie  and  finds  certain  ties  that  are  decayed;  that  new  ones 
are  put  in  and  as  that  is  done  additional  ballast  may  be 
put  in;  tics  are  re-tampecl  and  track  is  (R.  1367)  re- 
249  aligned  to  the  proper  position — all  charged  to  operat¬ 
ing  expenses.  That  underground  construction  is  re¬ 
newed  in  the  same  way  though  it  is  a  more  difficult  and  com- 
plicated  process.  That  a  condition  arises  where  it  is  neces¬ 
sary  to  replace  rails  and  they  are  replaced  in  kind  with  the 
same  weight.  With  their  type  of  construction  the  rail  is 
attached  not  to  a  tie,  but  to  a  voke  and  if  it  has  settled  and 
if  it  is  not  broken,  you  cannot  just  tamp  under  as  you  would 
with  a  tie,  but  you  have  to  dig  down  and  raise  the  whole 
structure.  If  it  is  broken  it  has  to  be  replaced,  the  same  as 


214 


PUBLIC  UTILITIES  COMMN.,  D.  C.,  ET  AL.  VS. 


a  rotted  tie.  So  it  is  his  contention  that  the  kind  of  replace¬ 
ment  work  necessary  with  their  underground  construction, 
where  there  is  no  betterment,  is  strictly  an  operating  ex¬ 
pense,  and  if  it  is  charged  to  capital  account,  it  is  not 
properly  so  charged  and  he  has  so  contended  before  the  said 
Commission.  That  he  believes  with  the  decision  of  the 
Court  of  Appeals  in  the  Maryland  case,  where  it  is  said  the 
depreciation  allowance  must  be  based  upon  present  value, 
and,  with  said  Act  which  says  there  must  be  enough  pro¬ 
vided  through  depreciation  to  maintain  the  property  in  a 
condition  corresponding  to  the  development  of  the  art, 
that  said  changes  they  are  making  in  their  underground 
construction  should  not  be  capitalized,  but  should  be  con¬ 
sidered  as  operating  expense.  That  his  view  is,  if  you  do 
as  Commissioner  Hartman  suggests,  write  out  on  one  side 
the  original  investment  and  put  into  capital  on  the  other 
side  the  new  investment,  that  you  are  capitalizing  some¬ 
thing  that  should  properly  be  charged  to  operating  expense. 
The  witness  stated  he  hoped  in  a  few  months  to  have  an 
announcement  by  the  U.  S.  Supreme  Ct.  in  the  Maryland 
case  which  will  throw  some  light  on  this  very  controversial 
question  of  depreciation. 

Commissioner  Hartman  asked  the  witness  numerous 
questions  to  develop  the  results  attained  by  certain 
250  accounting  (K.T3G9)  methods  and  depreciation,  and 
the  valuation  as  of  1914  and  1919,  to  which  Mr.  Ham 
replied  that  he  would  have  to  check  up  most  of  the  questions 
asked,  and  also  stated  that  that  would  assume  their  property 
in  1914  was  all  valued  new,  whereas  values  in  1914  are  de¬ 
preciated  values,  also  that  he  did  not  want  to  enter  into 
any  argument  about  that  rather  complicated  question  but 
he  can  see  that  as  a  manifest  error  from  his  viewpoint  that 
Commissioner  Hartman  could  not  consider  that  all  prop¬ 
erty  was  new  in  1914  or  1919,  because  the  Commission  took 
off  depreciation. 

In  answer  to  a  question  Mr.  Ham  stated  that  in  account¬ 
ing  for  property  retired  and  replaced,  where  it  is  written 
out  of  capital  account,  the  labor  cost  involved  in  the  original 
construction  would  be  written  out  also,  and  cited  an  instance 
that  if  one  purchased  a  car  there  is  certain  expense  involved 
in  fitting  that  car  for  operation,  usually  done  in  the  com- 
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pany’s  own  shops  and  that  would  go  in  as  a  part  of  the 
cost  of  the  car;  that  when  that  car  is  written  out  of  capital 
account,  the  amount  written  out  would  include  tliht  labor. 

7  _  i 

That  with  the  Washington  Railway  &  Electric  Company 
the  cost  of  labor,  including  the  excess  cost  of  lapor  due 
to  reconstruction  under  traffic  conditions,  would  be  charged 
entirely  to  maintenance  or  depreciation  or  both  and  the 
question  of  the  percentage  does  not  go  into  their  account¬ 
ing,  although  he  is  satisfied  that  the  40%  is  a  fairly  close 
figure  as  representing  the  excess  cost  of  labor  in  doing 
work  under  traffic  conditions.  That  they  do  not  ifiake  any 
separation  of  the  cost  of  doing  it  under  traffic  conditions 
and  all  labor  of  doing  the  work  is  kept  in  one  account. 
That  there  is  no  distribution  of  any  40%  to  any  particular 
account,  or  of  any  other  percentage,  because  all  of  the  work 
is  kept  in  one  account.  That  they  have  made  no  j changes 
in  their  method  of  accounting  subsequent  to  or 
251  (R.  1386)  as  a  result  of  the  report  made  by  repre¬ 

sentatives  of  the  Bureau  of  Accounts  of  the  Inter¬ 
state  Commerce  Commission,  for  or  through  the  Bureau  of 
Efficiency  in  connection  with  the  merger  investigation. 

Mr.  Ham  then  proceeded  to  state  that  in  theiir  answer 
they  sav  that : 

i 

i 

“since  the  aforesaid  valuation  of  its  property  as  of  July 
J,  1914,  by  said  Commission,  there  have  been  very  material 
increases  in  the  cost  and  value  of  materials  and  labor  em¬ 
braced  in  the  construction  or  reproduction  of  theirespond- 
ent’s  physical  property  used  and  useful  for  its  operations 
within  the  District  of  Columbia.”  j 

That  it  seems  almost  superfluous  to  introduce  jproof  to 
substantiate  that  statement,  however,  he  would  briefly  in¬ 
troduce  some  things  of  his  own  knowledge,  ahd  other 

.  °  7  j 

things  taken  from  tables  and  indices.  That  it  secjmed  per¬ 
tinent  to  make  reference  to  those  increases  because  of  the 
claim  by  the  company  that  the  figure  of  $19,210,8919.39  shall 
be  taken  as  a  minimum  value  to  be  considered  bvithe  Com- 

%>  j 

mission  in  said  hearing.  That  he  would  not  attempt  to 
state  the  extent,  in  dollars  and  cents,  of  the  added  value  of 
their  property,  he  was  simply  wishing  to  present  to  the 
Commission  in  substantiation  of  that  claim  that  there  have 
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been  material  changes  in  the  value  and  cost  of  materials 
and  labor  that  enter  into  the  construction  of  their  prop¬ 
erty. 

That  the  period  from  July  1,  1914  to  December  31,  1928 
includes  the  period  of  the  world  war  and  the  subsequent 
readjustments  due  to  the  war,  which  was  declared  in  July, 
1914  and  this  countrv  entered  into  said  war  in  1917,  and 
all  over  the  world  there  were  great  economic  changes. 
That  there  was  a  very  abrupt  change  in  the  price  level  in 
this  country  beginning  perhaps  around  1917  or  1918,  reach¬ 
ing  its  highest  peak  some  three  or  four  years  later,  after 
which  the  costs  have  settled  down  on  a  fairly  substantial 
basis.  That  from  his  own  knowledge  in  the  build- 

o 

252  ing  of  these  railroads,  (R.  1388)  rebuilding  them,  re¬ 
placing  them  and  purchasing  equipment  for  them, 
there  has  been  a  verv  material  change  in  all  costs  since  Julv 
1, 1914.  That  he  also  knows  there  have  been  very  material 
changes  in  the  cost  of  labor.  In  1914  the  average  wage  in 
the  office  of  the  way  department  was  $86.67  per  month,  it  is 
now  $167.80  per  month  and  at  that  time  in  said  department 
men  worked  ten  hours  a  daw  whereas  now  thev  work  eight 
hours  a  day.  That  foremen  received  from  $2.25  to  $3.50  per 
day,  now  they  receive  from  $4.  to  $5.35  a  day.  Laborers  re¬ 
ceived  $1.50  to  $2.  and  they  now  receive  from  $3.30  to  $3.60. 
That  pitmen,  switchmen  and  greasers  received  from  $1.50 
to  $2.,  they  now  receive  $3.50  to  $4.50  a  day.  Skilled  laborers 
in  the  track  department  received  from  $1.50  to  $3.  a  day  and 
they  now  receive  from  $3.60  to  $5.80. 

That  in  the  mechanical  department  blacksmiths  received 
$2.08  to  $3.  a  day  and  they  now  receive  $4.72  to  $6.08.  That 
in  said  department  the  employees  worked  9  hours  a  day  as 
against  the  present  8  hours. 

That  wood  and  mill  mechanics  were  paid  $2.25  to  $3.  a 
day  and  now  receive  $5.76  to  $6.24  a  day.  That  general 
machinists  in  the  shops  then  received  from  $1.75  to  $3.  a 
day,  their  present  pay  being  $4.96  to  $6.24  a  day. 

That  other  wages  went  up  in  about  the  same  proportion 
and  the  figures  given  were  from  actual  pavrolls  of  1914  and 
1929. 

The  witness  then  gave  the  actual  prices  paid  by  the  com¬ 
pany  in  1914  and  1929  for  a  number  of  important  items 
that  enter  into  the  construction  of  a  railroad:  cast  iron 
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wheels  in  1914  cost  l1/*^  per  pound,  in  1929  purchases  were 
made  at  2.382 ^  and  2.437^  per  pound;  that  brake  shoes  per 
net  ton  in  1914  cost  $40 ;  in  1929,  $53. ;  that  manhole  frames 
in  1914  cost  1.84^  per  pound,  in  1929,  3%^  per 

253  pound;  that  (R.  1390)  yokes  per  net  ton  cogt  $30.  in 
1914,  in  1929,  $52.50;  that  soft  steel  in  1914  cost  1-3/4^ 

per  pound,  in  1929,  per  pound;  that  tool  steel |cost  71/*><£ 
per  pound  in  1914,  and  17^  per  pound  in  1929;  that  wheel 
rail  per  gross  ton  in  1914  cost  $38.10,  in  1929,  $55.40;  that 
slot  rail  in  1914  cost  $40.60  per  gross  ton,  in  September, 

1928,  their  most  recent  purchase,  $91.90  per  tdn.  Con¬ 
ductor  bars  in  1914  cost  21/2(/‘  per  pound,  now  costing  4.2^ 
per  pound.  Joint  plates  per  gross  ton  in  1914  cost  $68.50 
and  in  1929,  $103.04.  Sand  per  net  ton  cost  55^  in  j  1914  and 

1929.  Gravel  per  net  ton  in  1914  cost  65^  and  now  costs 
$1.  Machine  bolts  were  quoted  at  a  discount  of  7j5%  from 
list  in  1914  and  60%  from  list  in  1929.  Glass,  36  by  44,  a 
typical  size,  cost  $4.42  per  box  in  1914  and  $7.98  pier  box  in 
1929.  That  trolley  poles  are  not  exactly  comparable,  be¬ 
cause  they  cannot  get  good  chestnut  poles  any  more  and 
have  been  compelled  to  use  cedar  poles.  That :  chestnut 
poles  in  1914  cost  $6.  each  and  cedar  poles  now  cost  $18.50 
each.  That  trolley  wheels  cost  70<4  each  in  1 914]  and  99^ 
each  in  1929.  Virginia  pine  per  board  foot  cost  2*4^  in 
1914  and  5.7^  in  1929.  Georgia  pine  per  board  foot  cost  4<* 
in  1914  and  5.635^  in  1929.  Track  bolts  per  pound  in  1914 
cost  2.386  in  1929,  4.256  Track  spikes  per  pounfl  in  1914 
cost  1.636  in  1929,  2.776  Conductor  bar  insulators  cost 
30^  each  in  1914  and  68^  each  in  1929.  Cement  by  the  bar¬ 
rel  cost  $1.65  in  1914  and  $2.62  in  1929.  In  answer  to  a 
question  the  witness  stated  that  the  cedar  poles  onj  which  he 
gave  a  price  of  $18.50  were  treated  with  creosote  at  the 
butt — the  lower  part  that  goes  into  the  ground. 

The  witness  stated  that  in  addition  to  those  ndatters  of 
his  own  personal  knowledge,  there  has  already  been  intro¬ 
duced  as  a  part  of  the  record  the  Bailey  exhibit;  No.  7  in 
the  Capital  Traction  valuation  case,  which  repre- 

254  sented  (R.  1393)  the  decision  of  the  court  as  the  in¬ 
crease  in  certain  classes  of  property  from  1914  to  Jan¬ 
uary  1,  1925.  Track  work  increased  92%,  conduits  and 
cables,  75%,  shops  and  car  houses  and  miscellaneous  struc¬ 
tures  91%,  power  plant  and  substation  equipment  89%,  shop 
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equipment  and  miscellaneous  68%,  rolling  stock  102%  and 
tools  and  miscellaneous  105%.  That  Mr.  Hanna  had  intro¬ 
duced  into  the  record  statements  showing  how  the  Amer¬ 


ican  Electric  Railway  construction  cost  item  was  arrived 


at  and  their  index  at  the  close  of  1918  was  203.1  as  com¬ 


pared  with  100  in  1913.  That  the  figure  he  has  given  was 
an  average  for  1928  but  in  December,  1928  it  represented 

205.1  as  compared  with  100  in  1913.  That  1914  was  even 
lower  than  1913,  he  thinks  94. 

That  the  general  construction  cost  prepared  by  the  Engi¬ 
neering  Xews  Record  had  a  figure  at  the  close  of  1928  of 

210.2  compared  with  100  in  1913.  That  wholesale  commod¬ 
ities  revised  their  index  statement  in  1926  when  they  put  it 
upon  a  new  basis,  but,  comparing  it  upon  the  old  basis,  at 
the  close  of  1928  it  was  147.6,  compared  with  100  in  1913. 

That  union  wage  rates  per  week,  taken  from  the  United 
States  Bureau  of  Labor  Statistics,  at  the  close  of  1928  was 
240.6,  compared  with  100  in  1913. 

The  witness  stated  he  was  confirmed  in  his  knowledge 
that  there  has  been  this  change  in  price  level  by  reference 
to  a  chart  prepared  by  Commissioner  Brand  and  intro¬ 
duced  in  the  hearings  before  the  House  District  Commit¬ 
tee,  in  which  lie  prepares  a  chart  based  upon  a  combination 
of  the  American  Electric  Railway  Assn,  index  and  the 
Feustel  extended  and  revised  weight,  used  by  Philadelphia 
Rapid  Transit  Co.  and  Handy  Electric  Lt.  &  Power.  That 
shows  approximately  a  100%  increase  over  the  figures  of 
1914.  That  said  chart  appears  opposite  p.  363  in  the 
255  printed  volume,  “Hearings  (R.  1394)  on  H.  J.  Resolu¬ 
tion  276”,  dated  1928. 

The  witness  read  into  the  record  from  the  Electric  Rail¬ 


way  Journal,  January  12,  1929,  p.  93,  as  follows:  the  Elec¬ 
tric  Railway  construction  costs:  American  Electric  Rv. 

*  *  %/ 

Assn,  based  upon  1913  equals  100. 


1913,  100;  1914,  94;  1915,  93.3;  1916,  119.8;  1918,  192.5; 


1919,  205.1;  1920,  244.7;  1921,  200.7;  1922,  175.2;  1923, 


200.2;  1924,  204.6;  1925,  202.4;  1926,  202.6;  1927,  201.1 ;  1928, 
203.1. 


The  witness  admitted  that  the  wholesale  commodity 
index  figure  he  used  is  what  is  commonly  referred  to  as 
the  Bureau  of  Labor  all-commodity  index  number.  That 
he  understood  the  reason  for  the  change  in  the  make-up  of 
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the  Bureau  of  Labor  all-commodity  index  figure  that  made 
necessary  the  corrective  factor  he  used  to  get  his;  1928  fig¬ 
ure,  was  because  they  felt  they  had  reached  a  new  period  of 
stability  and  they  would  rather  go  forward  with  (the  index 
of  1926  rather  than  be  constantly  referring  to  figures  which 
were  only  historically  interesting. 

With  reference  to  Exhibit  122,  second  sheet,  thb  witness 
stated  that  the  net  additions  to  capital  accounts  within  the 
District  of  Columbia  from  July  1,  1919  to  December  31, 
1928,  agree  with  the  books  of  the  company,  except  that 
retirements  during  said  period  of  that  property ;  excluded 
by  the  Public  Utilities  Commission  in  its  origina}  findings 
of  fair  value,  has  not  been  deducted  from  the  gijoss  addi¬ 
tions. 


Thereupon  plaintiff  Washington  Railway  &j  Electric 
Company  offered  and  there  was  received  in  evidence,  Ex¬ 
hibit  No.  123  (R.  1397)  consisting  of  two  sheets  dnd  show¬ 
ing  the  income  available  for  return  upon  investment  within 
the  District  of  Columbia  for  the  years  1922,  1023,  1924, 
1925,  1926,  1927,  1928  and  for  the  1.2  months  ending  April 
30,  1929;  and  as  a  second  sheet  to  said  exhibit,  in- 
256  come  available  for  return  (R.  1397)  upon  investment 
within  the  District  of  Columbia,  including  adjust¬ 


ments  of  traffic  of  the  Washington, 


Baltimore  &  Annapolis 


Electric  Railroad  Company,  and  adjustment  of  4 tfc  tax  on 
gross  earnings,  a  copy  of  which  exhibit  is  hereto;  attached 
for  the  convenience  of  the  Court. 


The  witness  then  stated  that  the  first  sheet  of  j  said  Ex¬ 
hibit  No.  123,  shows  the  operating  revenues,  operating  ex¬ 
penses,  rentals,  taxes  and  depreciation,  income  j  available 
for  return  on  fair  value,  fair  value  January  1st  each  vear 
and  percentage  return  on  fair  value.  That  said  figures  are 
taken  from  the  books  of  the  company,  but  for  the  reason 
that  there  have  been  adjustments  made  since  April  30, 
1929,  it  will  be  more  helpful  to  the  Commission  to  disregard 
the  first  sheet  of  said  exhibit  and  consider  the  second  sheet 
in  preference. 

That  the  company  had  long  standing  litigation!  with  the 
Washington,  Baltimore  &  Annapolis  Railroad  Company 
with  reference  to  the  interpretation  of  the  contract  cover¬ 
ing  the  division  of  revenues  from  traffic  within  the  District 
of  Columbia,  which  was  not  settled  and  accounted  for  until 
after  April  30,  1929. 
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That  similarlv,  thev  had  litigation  with  the  District  of 
Columbia  over  the  meaning  of  the  law  compelling  the  pay¬ 
ment  of  4%  gross  tax  on  miscellaneous  income  which  was 
concluded  by  the  Court  after  April  30,  1929  and  neces- 
sarilv  their  books  covering  both  of  these  matters  could  not 
have  upon  them  these  adjustments  as  of  April  30,  1929. 
That  adjustments  have  been  made  on  their  books  since  then 
and  in  the  preparation  of  the  second  sheet  of  said  exhibit 
he  has  given  effect  to  these  adjustments  in  order  to  throw 
additional  revenue  or  expense,  as  the  case  may  be,  into  the 
proper  period.  That  they  received  additional  revenue 
through  these  two  adjustments  so  that  the  net  income  avail¬ 
able  for  return  on  fair  value  is  somewhat  higher  as 
237  shown  (R.  1398)  on  the  second  sheet  than  upon  the 
first  slice!. 

The  witness  stated  that  the  second  sheet  of  said  ex¬ 
hibit  speaks  for  itself  and  taking  the  last  twelve  months 
ending  April  30,  1929,  the  operating  revenue,  adjusted  as 
explained,  amounted  to  $3,219,033.29.  Operating  expenses, 
rentals,  taxes  and  depreciation  amounted  to  $4,430,337.85. 
Income  available  for  return  on  fair  value,  $789,297.44.  Fair 
value,  Januarv  1st,  $19,210,899.39;  return  on  fair  value, 
4.11%. 

That  there  is  one  particular  feature  involved  in  the  prep¬ 
aration  of  said  statement  of  which  the  Commission  should 
be  informed.  That  as  they  have  gone  into  these  rate  hear¬ 
ings  in  years  past,  the  Commission  ruled  they  would  base 
their  findings  upon  operations  solely  within  the  District  of 
Columbia.  That  they  had  been  urged  to  consider  the  prop¬ 
erty  as  a  whole,  but  they  declined  to  do  so,  and  in  all  of  the 
rate  hearings  consideration  has  been  given  to  the  revenues 
and  expenses  of  the  company  within  the  District  of  Colum¬ 
bia  and  that  made  it  necessary  to  make  some  allocation  of 
expenses  between  the  District  of  Columbia  and  Maryland, 
as  many  of  those  lines  are  operated  from  a  point  within 
the  District  of  Columbia  to  a  point  within  the  State  of 
Maryland.  That  they  formulated  a  method  of  allocation 
which  was  criticized  by  Colonel  Kutz,  then  Chairman  of 
the  Commission,  in  one  respect,  and  was  changed  to  meet  his 
criticism  and  since  that  time  this  method  of  allocation  as 
between  the  District  of  Columbia  and  Maryland  has  gone 
on  regularly  and  they  have  reported  monthly  to  the  Com- 
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mission  the  expenses  within  the  District  of  Columbia.  That 
said  record  would  not  be  complete  without  a  statement  of 
this  method  of  allocation. 

The  witness  stated  in  connection  with  apportioning  rev¬ 
enues  and  expenses  of  the  Railways,  as  between  operations 
within  and  without  the  District  of  Columbia,  the 
258  following  (R.  1399)  method  is  pursued:  j 

The  4 4 Revenues  from  Transportation”  ahd  4 4 Other 
Railway  operations”  are  separately  stated  upon  the  books 
of  the  respective  companies  When  making  up  Statements 
for  submission  to  the  Public  Utilities  Commission  they  in¬ 
clude  in  the  revenue  within  the  District  that  received  and 
credited  from  rent  of  equipment  in  Maryland,  it  being  the 
contention  of  the  P.  IT.  C.  that  inasmuch  as  all  rolling  stock 
was  valued  as  used  or  useful  for  operations  within  the  Dis¬ 
trict,  all  revenue  received  from  it  should  be  considered  as 
District  revenue. 

i 

Operating  Expenses. 

Way  and  Structures:  The  expense  incurred  as  between 
the  District  and  Maryland  is  that  actually  expended  within 
the  territories  of  each,  through  the  use  of  job!  or  work 
orders,  except  for  certain  items,  such  as  salaries!  of  Engi¬ 
neers  and  office  force,  small  tools  used  all  over  tike  system 
and  other  similar  items  which  are  apportioned  between  the 
District  and  Marvland  as  follows: 

A.  Joint  expenses  of  all  lines. 

The  mean  percentage  of  passenger  revenue  and  passen¬ 
ger  car  miles  operated  by  the  Washington  Railway  &  Elec¬ 
tric  Company,  and  the  Washington  and  Rockville!  Railway 
Company,  during  the  preceding  calendar  year  'is  deter¬ 
mined.  From  this  it  was  found  that  the  Washington  Rail¬ 
way  &  Electric  Company  equalled  98%  and  the  Rockville 
Company  2%  during  1928.  Of  the  total  amount  expended 
by  both  companies  for  items  chargeable  to  all  lines  of  the 
system,  the  Washington  Railway  &  Electric  Company  is 
charged  with  98%  and  the  Rockville  Company  2|%.  The 
Rockville  Company  being  operated  wholly  within  the  State 
of  Maryland,  the  only  amount  apportioned  between  the 
District  of  Columbia  and  Maryland  is  the  98%  borne  by 
the  Washington  Railway  &  Electric  Company  and  this  is 
divided  as  follows: 
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259  (R.  1401)  The  percentage  of  car  miles  operated 
during  1928  was  found  to  be  95.20%  within  the  Dis¬ 
trict  and  4.80%  in  Maryland.  The  98%  arrived  at  by  the 
Washington  Railway  &  Electric  Co.,  as  aforesaid,  is  then 
divided — 95.20%  within  the  District  and  4.80%  in  Maryland. 

B.  Joint  overhead  line  expenses. 

Certain  other  expenses,  such  as  salaries  of  linemen, 
whose  time  is  devoted  entirely  to  overhead  lines,  and  small 
tools,  etc.,  used  on  all  overhead  lines  of  the  system,  are 
apportioned  as  follows: 

The  percentage  of  Overhead  Track  miles  operated  by 
each  of  the  companies  (W.  R.  &  E.  Co.  and  Rockville)  as 
at  12/31  of  the  preceding  year  is  determined.  This  gave 
the  Wash.  Rv.  &  Elec.  Co.  87%  in  1928  and  Rockville  Co. 
13%.  Then  the  percentage  of  Overhead  Car  Miles  oper¬ 
ated  during  the  preceding  year  within  the  District  of  Co¬ 
lumbia  and  Maryland  is  determined.  This  gave  the  Wash¬ 
ington  Railway  &  Electric  Co.  86.17%  in  D.  C.  and  13.83% 
in  Maryland.  The  87%  of  Wash.  Ry.  and  Elec.  Co.  is  then 
apportioned — 86.17%  in  D.  C.  and  13.83%  in  Maryland. 
All  Rockville  expenses  are  allocated  to  Maryland. 

C.  Tennallytown  Car  House  Expenses. 

The  total  expenses  of  this  car  house  are  divided  between 
the  Wash.  Rv.  &  Elec.  Co.  and  the  Rockville  Rv.  in  the  pro- 
portion  that  the  car  miles  operated  out  of  it  by  each  com¬ 
pany,  each  month,  bears  to  the  total  car  miles  operated  out 
of  it.  In  May  1929,  it  was  as  follows : 

Wash.  Rv.,  74,077  car  miles — 75%. 

Rockville,  24,263  “  “  —25%. 

75%  of  the  total  expenses  of  this  car  house  was  therefore 
charged  to  the  Wash.  Ry.  &  Elec.  Co.  (all  within  D.  C.) 
and  25%  was  charged  to  Rockville  (all  in  Maryland). 

The  depreciation  for  Way  and  Structures  is  on  property 
entirely  within  the  District  of  Columbia.  No  depreciation 
is  written  up  on  their  books  for  depreciation  on  Way  and 
Structures  in  Maryland. 

260  (R.  1403)  Equipment. 

The  depreciation  figure  as  set  upon  their  books  for  Equip¬ 
ment  is  determined  by  applying  the  straight  line  rates  as 
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embodied  in  tables  in  Order  No.  339  of  the  P.  U.  C.;to  the 
findings  of  value  by  them,  together  with  net  additions,  and 
such  depreciation  amount  is  chargeable  to  operations 
within  the  District  of  Columbia.  The  depreciation  on  Bus 
equipment  is  as  follows:  | 

Buses . 20% 

Garage  machinery  . 10% 

Garage  furniture . 4M>% 


per  annum 
per  annum 


Bus  trouble  machines 


per 

.  .33-1/3%  per 


annum 

annum 


and  is  all  chargeable  to  operations  within  the  District  of 
Columbia.  The  expense  of  maintaining  equipment:  is  ap¬ 
portioned  between  the  District  of  Columbia  and  Maryland 
on  the  basis  of  car  miles  operated  within  and  without  the 
District  (excluding  W.  B.  &  A.  cars)  and  for  buses!  on  the 
mileage  basis  by  types  of  buses,  with  exception  of!  super¬ 
intendence,  which  is  apportioned  on  the  basis  of  bps  pas¬ 
sengers  carried  within  and  without  the  District  of  Colum¬ 
bia. 

Power. 


The  expense  of  power  is  apportioned  as  follows!:  From 
the  total  volume  of  power  generated  for  railway  purposes 
is  first  deducted  the  amount  sold,  which  is  determined  by 
actual  metering  and  is  all  for  use  without  the  District  of 
Columbia,  with  the  exception  of  power  sold  to  the  jCapital 
Traction  Company  for  use  on  the  Washington  &  Maryland 
Line,  which  is  all  within  the  District  of  Columbi^.  The 
balance  of  power  generated  (after  deducting  the  amount  of 
current  sold  from  the  amount  generated)  is  prorated  ac¬ 
cording  to  car  mileage  within  and  without  the  District. 

After  having  determined  both  the  cost  of  producing  the 
power  used  and  sold  within  and  without  the  District  the 
remainder  of  the  power  cost  (except  that  'tirhich  is 
261  wholly  (R.  1404)  chargeable  to  District  operations) 
is  apportioned  between  the  District  of  Coluiqbia  and 
Maryland  in  the  ratio  of  car  miles  operated,  including  in  the 
car  miles  within  the  District  the  mileage  of  the  W.  B.  &.  A. 

Depreciation  on  property  used  for  power  is  included  as 
an  operating  expense  within  the  District.  No  depreciation 
is  charged  in  expenses  outside  the  District. 

Gasoline  for  buses  is  apportioned  between  the  District 
of  Columbia  and  outside  on  the  basis  of  bus  miles  Operated 
by  types  of  buses  within  and  without  the  District.  I 
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Conducting  Transportation. 

Under  this  division  of  accounts  they  apportion  wages  of 
conductors  and  motormen,  as  between  District  and  Mary¬ 
land,  in  the  ratio  of  car  hours  operated  and  all  other  car 
transportation  expenses  is  apportioned  between  District 
and  Maryland  in  the  ratio  of  car  miles  operated  (excluding 
W.  B.  &  A.  in  case  of  W.  R.  &  E.  Co.)  and  for  buses,  super¬ 
intendence  is  apportioned  in  the  ratio  of  bus  miles  oper¬ 
ated.  Wages  of  bus  operators  is  apportioned  in  the  ratio 
of  bus  hours  operated.  All  other  bus  transportation  ex¬ 
pense  is  apportioned  between  the  District  and  outside,  in 
the  ratio  of  bus  miles  by  various  types  of  buses  within  and 
without  the  District  with  the  exception  of  direct  charges  to 
the  respective  companies  which  are  apportioned  on  the 
basis  of  bus  miles  operated. 

Traffic. 

This  expense  is  apportioned  between  District  and  Mary¬ 
land  in  the  ratio  of  car  miles  operated,  (excluding  W.  B. 
&  A.  in  case  of  W.  R.  &  E.  Co.)  and  for  buses  in  the  ratio 
of  bus  miles  operated. 

General  and  Miscellaneous. 

The  amount  charged  for  injuries  and  damages  is  appor¬ 
tioned  between  the  District  and  Maryland  by  taking 
262  a  (R.  1406)  given  percentage  of  revenue  from  trans¬ 
portation  as  received  from  operations  within  and 
without  the  District.  The  rent  of  tracks  and  facilities  in  the 
case  of  the  W.  R.  &  E.  Co.  is  all  charged  to  District  opera¬ 
tions  inasmuch  as  it  represents  rental  paid  for  use  of  facil¬ 
ities  within  the  District  of  Columbia.  Salaries  and  expenses 
of  officers,  salaries  and  expenses  of  general  office  clerks  and 
law  expenses  for  buses  are  apportioned  on  the  basis  of  bus 
passengers  carried.  Garage  stationery  is  apportioned  on 
the  mileage  basis  by  types  of  buses.  Rent  of  equipment  of 
the  Washington  Interurban  Company  and  the  Washington 
Coach  Company  is  apportioned  between  the  District  and 
outside  on  the  mileage  basis  by  type  of  bus.  Insurance  for 
buses  in  the  case  of  the  W.  R.  &.  E.  Co.  is  all  charged  to 
the  District.  All  other  expense  applicable  to  cars  under 
this  general  division  is  apportioned  between  District  and 
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Maryland  on  the  basis  of  car  miles  operated,  (excluding 
W.  B.  &.  A.)  and  for  buses  on  the  basis  of  bus  ijniles  oper¬ 
ated. 

Taxes. 

i 

I 

The  4%  franchise  tax  and  the  expense  of  crossing  police 
is  all  charged  to  District  operations.  Real  estate  tax  and 
miscellaneous  taxes  are  assigned  in  accordance  with  the 
invoices  as  rendered  for  same.  Income  and  coupon  interest 
taxes  are  apportioned  between  the  District  and  Maryland 
in  the  ratio  that  the  operating  revenues  within  and  with¬ 
out  the  District  bear  to  the  total  operating;  revenues. 

Amortization  of  Debt,  Discount  &  Expense  and  Miscella¬ 
neous  Items. 


All  items  under  this  classification  are  apportioned  be¬ 
tween  District  and  Maryland  in  the  ratio  of  car  miles  oper¬ 
ated,  (excluding  W.  B.  &.  A.). 

In  reply  to  a  question  the  witness  stated  that  in  Mary¬ 
land  replacements  are  charged  to  the  expenses  of 
263  that  (R.  1407)  year,  cost  of  replacements.  When 
asked  about  retirements  not  replaced  the  witness  re¬ 
plied  that  they  do  not  have  anything  of  that  kind.  That  they 
do  write  up  in  Maryland,  on  the  Rockville  Road!,  deprecia¬ 
tion  of  equipment.  That  in  the  case  of  replacement,  the 
amount  is  charged  to  operating  expense,  replacement  of 
track.  That  if  there  was  a  case  of  retirement  of  iequipment 
and  the  only  place  that  does  occur  is  on  the  Rockville  Com¬ 
pany,  the  charge  is  handled  the  same  as  in  the  District. 
That  abandonment  of  way  would  be  charged  to ! profit  and 
loss  and  not  handled  through  operating  expense. ;  That  lay¬ 
over  time  is  charged  according  to  where  the  lay-over  exists. 

As  to  what  he  meant  by  Rockville  expenses  allocated  to 
Maryland,  the  witness  stated  he  meant  the  expenses  of  the 
Washington  &  Rockville  Railway  Company,  operating  from 
the  District  Line  to  Rockville,  which  figures  are  reported 
monthly  and  annually  to  the  Commission  and  jthey  have 
opportunity  of  checking  their  accuracy  and  haye  for  sev¬ 
eral  years. 

That  the  only  company  they  operate  in  the  District  which 
is  not  merged  with  the  Wash.  Rv.  &  Elec.  Co.  is  the  Wash- 
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ington  Interurban  Railroad  Company,  and  exhibit  No.  123 
excludes  the  Washington  Interurban  Company  and  is  lim¬ 
ited  to  the  Wash.  Ry.  &  Elec.  Co.  That  he  proposed  to  file 
a  separate  exhibit  as  to  the  Interurban  Company  as  the 
Commission  made  the  W.  R.  &  E.  Co.  and  the  Wash.  Inter¬ 
urban  Co.  separate  parties  to  said  proceedings.  That  Ex¬ 
hibit  No.  123  covers  both  rail  and  bus  operations. 

The  witness  stated  the  largest  decrease  in  operating  ex¬ 
penses  in  1928  as  compared  with  the  previous  years,  was 
in  maintenance  of  way  and  structures.  1928  was  a  year  in 
which  they  got  a  late  start  on  their  track  work  because  of 
the  delay  in  Congress  in  passing  the  D.  C.  appropriation 
bill,  as  their  work  is  very  much  coordinated  with  the 
264  work  done  by  (R.  1411)  the  District  and  their  proj¬ 
ects  have  to  wait  upon  the  plans  of  the  District  in 
making  their  street  improvements,  so  that  they  had  a  much 
smaller  charge  in  connection  with  maintenance  of  way  and 
structures  in  1928  than  anv  of  the  vears  shown  on  Exhibit 
No.  123.  That  maintenance  of  equipment  was  higher  than 
in  anv  of  the  other  vears  shown  thereon  was  largelv  due  to 
the  charge  for  depreciation  being  higher,  and  that,  in  turn 
is  due  to  their  having  a  greater  number  of  buses  upon 
which  depreciation  runs  up  very  fast.  That  the  cost  of 
power  was  somewhat  less  in  1928,  undoubtedly  due  to  lower 
prices  for  coal,  greater  efficiency  at  the  plant,  and  some 
reduction  in  car  mileage  due  to  the  falling  off  or  reduction 
in  schedules  as  the  traffic  fell  off.  That  conducting  trans¬ 
portation  and  traffic  expenses  were  substantially  the  same 
in  1928  as  in  previous  years. 

As  to  general  and  miscellaneous,  witness  stated  they 
reduced  their  percentage  for  injuries  and  damages  in  1928 
but  have  gone  back  to  the  higher  percentage  in  1929  and 
find  that  now  insufficient  even  at  the  higher  figure.  To 
that  extent,  their  figures  for  1928  are  probably  unduly  low 
because  it  was  the  lowest  percentage  they  ever  used,  and 
proved  to  be  insufficient.  From  the  experience  they  had 
had  up  to  the  beginning  of  1928,  it  appeared  they  could  with 
safety  reduce  the  precentage  charge  for  injuries  and  dam¬ 
ages,  but  they  found  it  did  not  give  them  enough. 

Concerning  the  considerable  reduction  in  operating  ex¬ 
penses  from  1923  to  the  succeeding  year  1924,  the  witness 
stated  that  Way  and  Structures  in  1923  were  $1,004,000. 
and  in  1924  $922,000.  Equipment  in  1923  was  $567,000  and 
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in  1924  $600,000.  Power  in  1923,  $457,000.  arid  in  1924 
$376,000.  Conducting  transportation  in  1923  j  $1,810,000 
and  1924,  $1,741,000.  Traffic  in  1923,  $4,400.  land  1924, 
$3,800.  General  and  miscellaneous  1923,  $521;, 000,  1924 
$486,000.  Taxes  1923,  $348,000.,  1924  $365,000.|  Amorti¬ 
zation  of  debt,  discount  &  (R.  1413)  expense  and  mis- 

265  cellaneous  items,  1923,  $23,000,  1924  $1|7,000.  M 
Street  bus  operations  1923,  $1,400.  1924,  $1,900. 

That  it  makes  a  total  in  1923  of  $4,739,000.  aid  in  1924 
of  $4,565,000.  The  greatest  savings  have  been  effected  in 
way  and  structures,  where  there  was  a  difference  between 
the  two  years  of  approximately  $72,000.  and  a  saving  in 
power  of  $81,000  and  a  saving  in  general  and  miscellaneous 
of  $35,000.  | 

That  the  biggest  saving  in  conducting  transportation 
from  1922  to  date  was  through  the  use  of  one-man  cars, 
and  one  could  fairly  well  approximate  the  savingjs  in  using 
one-man  cars  as  compared  with  two-man  cars  jupon  the 
average  cost  of  $2,000.  per  car  per  annum.  That  they  are 
operating  approximately  70  cars,  so  that,  so  far!  as  trans¬ 
portation  costs  go  they  are  saving  about  $140,000.  a  year 
in  the  operation  of  one-man  cars  compared  to  what  they 
would  be  expending  if  they  were  operating  two-man  cars, 
and  that  is  offset  to  some  extent  by  added  cost  as  reflected 
in  these  expenses,  because  they  bought  new  and  expensive 
one-man  cars  and  are  writing  up  depreciation  ppon  that 
expensive  equipment,  whereas,  if  they  had  continued  the 
use  of  the  old  equipment,  the  depreciation  being' based  as 
previously  testified  upon  values  of  1914,  of  course  they 
would  be  writing  up  less  depreciation.  That  in  that  period 
they  have  bought  a  great  many  new  cars  and  that  also  has 
increased  the  depreciation  charges.  That  all  their  buses 
are  new  in  that  period,  so  that  also  very  greatly  increased 
the  depreciation  charge.  That  since  July  1, 1919  they  have 
purchased  92  cars  the  price  being  $946,888.49  and  some  of 
them  did  not  have  new  electrical  equipment  and  the  de¬ 
preciation  rate  on  passenger  cars  was  4.39  and  electric 
motive  equipment  4.41. 

On  cross  examination  the  witness  stated  with  respect  to 
Exhibit  No.  123,  that  settlement  was  made  with  the  Wash¬ 
ington,  Baltimore  &  Annapolis  R.  R.  Co.  on  May  1, 

266  1929  (  R.  1416)  and  $179,000  was  approximately  the 
amount  they  collected  from  Annapolis  Co.  and  it  goes 
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back  to  1917.  That  they  could  not  reopen  their  books  and 
such  an  amount  as  they  received  for  the  years,  respecting 
the  adjustment  for  the  years  prior  to  1929,  was  credited  to 
profit  and  loss.  That  portion  which  affected  the  year  1929 
is  adjusted  in  the  figures  for  1929  and  said  statement  is  giv¬ 
ing  effect  to  that  transaction  as  if  the  entries  had  been  made 
properly  according  1 6  the  final  decision  of  the  court  each 
year.  That  only  that  part  of  the  amount  of  the  settlement 
which  was  applicable  to  1919  is  credited  to  revenue  that 
year  and  the  balance  is  credited  to  profit  and  loss  account. 
That  the  second  sheet  of  said  Exhibit  123  includes  the  ad¬ 
justment  of  Federal  income  tax  and  of  the  four  per  cent, 
gross  earnings  tax,  also  the  adjustment  on  account  of  the 
W.  B.  &  A.  settlement  and  there  was  an  added  tax  by  reason 
of  that.  That  said  exhibit  does  not  include  any  return  to 
the  company  from  its  holdings  in  the  Potomac  Electric 
Power  Company. 

The  witness  stated  in  answer  to  a  question  that  the  in¬ 
come  or  revenue  received  has  nothing  to  do  with  the  amount 
of  value  of  the  company’s  property;  that  the  fair  value, 
whatever  it  mav  be,  is  not  affected  bv  the  revenues  or  ex- 
penses  and  it  would  not  make  any  difference  whether  it  is 
a  minimum  or  maximum  figure  and  whatever  is  the  amount 
of  revenue  or  expenses,  it  is  only  the  amount  earned  upon 
the  property,  it  does  not  change  the  property  itself. 

At  this  point  Commissioner  Ladue  asked  the  witness,  Mr. 
Ham,  numerous  questions  concerning  joint  use  of  facilities 
and  also  unification  of  properties  (R.  1419-1443)  to  which 
questions  and  the  introduction  in  evidence  of  the  Unifica¬ 
tion  Agreement,  the  Washington  Railway  &  Electric  Com¬ 
pany  objected  (R.  1422)  and  was  allowed  an  exception  to 
all  of  said  questions  and  the  introduction  of  said  Unifica¬ 
tion  Agreement. 

267  (R.  1443)  Thereupon  plaintiff  Washington  Railway 

&  Electric  Company  offered  and  there  was  received  in 
evidence,  Exhibit  No.  124  (R.  1443),  showing  income  in  D.  C. 
available  for  return  upon  investment,  with  supporting  sta¬ 
tistical  data  for  years  1914  to  1928,  inclusive. 

The  witness  then  stated  that  on  the  bottom  of  said  ex¬ 
hibit  is  a  note  showing  that  the  figures  for  1922  to  1928, 
inclusive,  are  after  giving  effect  to  adjustments  made  in 
1929,  of  traffic  of  the  W.  B.  &  A.  Elec.  R.  R.  Co.  and  4%  tax 
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on  gross  earnings.  That  said  statement  shows  for  each 
year  1914  to  1928,  inclusive,  the  operating  revenue,  oper¬ 
ating  expenses,  taxes  and  miscellaneous,  operating  income, 
fair  value  as  of  June  30th  of  each  year,  percent  return  on 
fair  value;  what  7%  return  would  amount  to;  the  defi¬ 
ciency  of  the  7%  return;  number  of  revenue  passengers; 
operating  revenue  per  revenue  passenger;  operating  ex¬ 
penses,  etc.,  per  revenue  passenger;  operating  income  per 
revenue  passenger.  That  the  fair  value  stated  is  that  of 
June  30th  of  each  year,  which  is  a  reasonably  fait  "way  of 
weighting  the  additions  of  the  full  year,  that  is,  b^  taking 
the  value  as  of  the  middle  of  the  year,  it  is  fairly  represent¬ 
ative  of  t lie  average  of  the  fair  value  of  that  entire  year 
and  is  helpful  in  seeing  over  a  period  of  years  the!  changes 
that  have  taken  place  in  the  company’s  affairs. 

That  the  peak  of  gross  revenue  was  reached  in  1921  when 
there  was  an  operating  revenue  of  $6,074,846.56  !  and  the 
peak  of  operating  income  was  the  same  year,  $1,075,580.68. 
That  the  rate  of  fare  was  changed  in  1922,  duriijig  which 
year  they  had  a  gross  operating  revenue  of  $5,588,746.45. 
That  the  revenue  for  the  year  1928  is  $5,221,926.35,  a  loss 
in  that  period  of  approximately  $360,000  in  gross. I  That  it 
will  be  observed  that  their  operating  income  wa$  greater 
in  1928  than  it  was  in  1922,  and  as  previously  stated,  he 
does  not  think  that  1928,  particularly  in  maintenance 
268  of  way  (R.  1444)  and  structures,  can  be  taken  as  quite 
a  normal  year;  that  the  expenses  are  shown  consider¬ 
ably  less  in  that  year  than  in  any  recent  year,  and  it  is  his 
judgment,  in  forecasting  the  future,  that  it  is  likely  that 
their  operating  expense,  taxes,  miscellaneous  expanses,  etc. 
will  be  somewhat  higher  than  they  were  in  1928. 

That  said  exhibit  also  shows  that  the  peak  of  traffic  was 
in  1919  when  the  gross  was  considerably  less  than  it  was 
in  1921  and  that  in  the  period  from  1914  to  1928  there  was 
a  failure  to  earn  7%  return  upon  the  fair  value  as  deter¬ 
mined  by  the  Commission,  in  the  sum  of  $6,376,467.90 

The  witness  stated  that  the  7%  return  is  not  sufficient, 
especially  under  existing  conditions  and  he  would  consider 
that  a  public  utility  should  earn  8%  return  at  le^st  at  this 
time.  It  is  known  that  within  the  last  two  years  there  have 
been  very  great  changes  in  the  cost  of  money  and  the  Gov¬ 
ernment  itself  is  paying  nearly  1  y>%  more  on  jits  short 
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time  investment  than  it  was  two  years  ago.  That  there 
has  been  a  decided  disinclination  of  the  public  to  go  into 
the  purchase  of  bonds  and  there  has  been  a  long  sustained 
high  price  for  both  call  money  on  demand  and  on  time  and 
the  yield  on  bonds  is  considerably  higher  than  it  has  been 
for  some  time,  which  means,  the  selling  price  of  bonds  is 
lower.  Taking  all  of  those  factors  into  consideration,  he 
would  think  that  an  8%  return  under  those  conditions 
would  be  entirely  reasonable  and  that  it  would  not  be  too 
high  a  return.  That  wherever  the  risk  is  great  the  return 
has  to  be  correspondingly  higher  to  protect  the  capital, 
and  then  too  public  utilities  are  now  in  competition  for 
their  necessary  money  for  expansion  with  industrial  cor¬ 
porations  to  a  much  greater  extent  than  ever  in  the  history 
of  the  country,  and  those  industrial  corporations  are  earn¬ 
ing  very  large  profits.  Therefore,  they  enjoy  a  higher  de¬ 
gree  of  credit,  and  there  is  much  more  demand  for  their 
securities.  That  some  10  or  15  (R.  1446)  or  20  years 
269  ago  there  were  more  railroad  stocks  sold  on  the  New 
York  Stock  Exchange  than  all  other  stocks  combined, 
and  now  the  amount  of  steam  railroad  stocks  sold  on  the 
New  York  Stock  Exchange  is  a  small  percentage  of  the  total. 
In  other  words,  money  is  being  liberally  given  to  those 
companies  that  are  able  to  earn  high  returns. 

As  to  the  risks  involved  in  furnishing  transportation,  par¬ 
ticularly  in  the  District  of  Columbia  the  witness  said  he  does 
not  know  that  it  is  any  more  difficult  in  the  District  of  Co¬ 
lumbia  than  in  some  other  jurisdictions.  That  one  of  the 
great  risks  is  to  get  a  commission  to  give  them  proper  rates 
and  that  is  one  of  the  most  difficult  things  his  company  has 
had  to  contend  with.!  That  just  as  soon  as  one  gets  to  the 
point  where  a  reasonable  return  is  beginning  to  be  earned, 
the  rates  are  reduced  and  there  is  no  question  in  his  mind 
that  the  effect  of  regulation  is  one  to  deter  the  investment  of 
money  in  said  enterprises  as  compared  with  other  enter¬ 
prises  that  are  not  so  regulated.  That  they  are  usually 
limited  in  what  they  will  make  and  if  they  are  unfortunate 
enough  to  lose  money,  no  one  seems  inclined  to  allow  them  to 
make  up  their  past  losses,  whereas  in  an  industry,  if  they 
have  lean  years  they  hope  to  make  that  up  out  of  higher 
profits  in  their  good  years. 

The  witness  stated  that  the  street  railway  industry  is  par¬ 
ticularly  subject  to  competition.  That  in  the  beginning 
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there  was  practically  no  means  of  competing  in  transporta¬ 
tion,  except  the  horse  and  wagon,  and  by  walking},  but  with 
the  introduction  of  the  automobile  and  the  use  of  the  bus 
there  has  been  tremendous  competition,  the  full  brunt  of 
which  the  street  railways  have  had  to  bear.  That  generally 
speaking,  the  street  railway  industry  has  passed  through  a 
period  of  hard  times  which  has  inclined  people  who  have 
money  from  being  particularly  anxious  to  invest  in 

270  street  railway  securities.  (R.  1448)  That  he  does  not 
think  these  factors  apply  to  steam  railroads  to  the 

same  extent.  That  the  steam  railroad  has  been  subjected  to 
heavy  competition  with  the  motor  truck  and  bus  and  lost 
heavily  on  their  short  haul  business,  both  as  to  passengers 
and  freight,  but  they  have  benefited  to  a  great  degree  in  the 
manufacture  of  the  article  now  competing  with  them  and 
have  had  heavy  freight  in  the  materials  that  go  to  make  up 
the  automobile,  also  in  the  hauling  of  the  automobile  itself. 
That  the  long  haul  business  of  the  steam  railroad  has  prob¬ 
ably  been  affected  to  a  very  small  extent.  That  viewing 
their  business  as  a  whole  and  bearing  in  mind  that  most 
steam  railroads  derive  a  great  deal  more  of  their  revenue 
from  freight  than  they  do  from  passengers,  he  would  say 
as  a  whole  they  have  not  been  affected  to  any  sucljt  extent  as 
the  electric  railways.  That  they  have  to  compete  in  the 
open  market  for  capital  just  as  the  street  railroad  does. 
That  the  situation  which  the  street  railroad  business  has 
passed  through  in  the  past  few  years  the  witness  ithinks  has 
had  an  effect  upon  the  market  value  of  the  securities  of 
those  companies.  That  as  to  the  value  that  would  be  used 
in  a  determination  of  whether  or  not  a  given  rate  was  con¬ 
fiscatory,  he  would  say  that  so  long  as  the  property  is  used 
and  useful  for  an  essential  service,  there  would  be  no  dif¬ 
ference  in  the  value  of  that  property  in  that  determination. 
That  he  does  not  think  this  period  of  depression  has  had  an 
effect  upon  the  intangible  elements  of  the  rate  base,  when  it 
is  being  fixed  for  street  railroad  properties. 

In  answer  to  the  question  if  there  had  not  bebn  a  regu¬ 
latory  body  here,  would  they  have  had  to  go  on  under  their 
charter  rates,  the  witness  replied  he  believed  they 

271  (R.  1450)  would  have  gotten  relief  from  Congress, 
otherwise  the  transportation  system  of  "Washington 

would  be  in  ruins. 
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The  witness  then  said  he  had  some  figures  which  he  did 
not  think  would  be  necessary  to  introduce  as  an  exhibit  and 
they  simply  show  the  trend  of  traffic  within  the  last  few 
years.  That  the  pay  passengers  in  the  D.  C.  carried  by  the 
Wash.  Ky.  &  Elec.  Co.,  and  including  the  passengers  of  the 
W.  B.  &  A.,  carried  over  their  lines,  from  which  they  get 
revenue,  in  1922  showed  a  decrease  of  3.07%  as  compared 
with  1921.  1923  showed  a  decrease  of  1.46%  as  compared 
with  1922.  1924  showed  a  decrease  of  4.25%  as  compared 
with  1923.  1925  showed  a  decrease  of  .03%  as  compared 
with  1924.  1926  showed  a  decrease  of  .50%  as  compared 
with  1925.  1927  showed  a  decrease  of  1.12%  as  compared 
with  1926.  1928  showed  a  decrease  of  1.82%  as  compared 
with  1927.  That  the  twelve  months  to  April  30,  1929  show 
a  decrease  of  .33%  as  compared  with  the  twelve  months 
ending  April  30,  1928.  That  the  interesting  thing  about 
said  figures  is  that  the  percentage  of  decrease  does  not 
seem  to  be  as  rapid  in  the  latter  part  of  that  period  as  it 
was  in  the  earlier  part. 

In  answer  to  the  question  assuming  that  they  have  a 
proportionate  or  approximately  the  same  decrease  in  1929 
that  they  had  in  1928  over  1927,  how  many  passengers 
would  they  have  to  carry  in  order  to  produce  the  8%  re¬ 
turn  which  he  thinks  is  fair  and  reasonable,  the  witness  re¬ 
plied  they  would  have  to  carry  a  whole  lot  more  and  he 
does  not  have  any  expectation  of  that  kind  at  the  present 
time,  though  he  does  not  think  they  would  have  to  more 
than  double  their  passengers  carried.  That  the  present 
rate  of  return  is  4.11%  but  it  would  not  be  a  mathematical 
calculation,  because  if  the  volume  of  traffic  were  increased 
on  the  present  rate  of  fare,  so  as  to  haul  enough  passengers 
to  earn  an  8%  return,  it  would  not  be  represented  only  by 
the  hauling  of  said  extra  passengers,  because  they  could 
only  be  hauled  with  heavy  additional  (R.  1453)  ex- 
272  pense,  that  their  operating  expense  would  increase 
proportionately  and  they  cannot  hope  to  carry 
enough  passengers  at  this  rate  of  fare  to  give  them  a  rea¬ 
sonable  return  upon  the  value  of  their  property.  That  in 
their  case,  as  he  will  later  show,  they  are  not  asking  for  any 
8%  return,  and  he  will  show  what  they  estimate  will  be  the 
rate  of  return  upon  this  value  that  they  are  using  in  the 
proceedings  at  the  increased  rate  of  fare, 
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Thereupon  plaintiff  Washington  Railway  &  Electric  Com¬ 
pany  offered  and  there  was  received  in  evidence},  Exhibit 
No.  125  (R.  1455),  “Washington  Railway  &  Electric  Com¬ 
pany  pay  passengers  by  classes  in  the  District  of  Columbia, 
12  months  ended  April  30,  1 929. 7  7  That  said  exhibit  shows 
the  number  of  passengers  of  each  class  carried}  in  each 
month  from  May,  1928,  to  April,  1929,  inclusive:  j 
Number  of  10^  cash  fares  1,974,936. 

Number  of  cash  fares,  IS, 367, 827.  | 

Number  of  10%f*  tickets,  160,495.  j 

Number  of  8%^  tickets,  1,034,035. 

Number  of  6%^  tokens,  48,270,275.  j 

Number  of  lOf*  Potomac  Electric  Power  Companjy  tickets, 
1,123;  number  of  4%<i  Eastern  High  School  tickets,  35; 
total,  69,808,726.  1  j 

The  witness  then  stated  he  did  not  think  there  |was  any¬ 
thing  about  that  which  calls  for  special  explanation  except 
the  10%^  tickets.  On  such  of  their  bus  lines  as  have  a  rate 
of  l(ty  with  3  tickets  for  a  quarter,  a  free  transfer!  is  issued 


only  upon  payment  of  a  10c  cash  fare,  or,  in  accordance 
with  an  order  of  the  Public  Utilities  Commission, jthat  free 
transfer  is  issued  upon  payment  of  an  8%^  ticket  plus  2 ^ 
in  cash.  So  they  add  the  8%(:  cash  to  the  2^  cash  and  call 
it  a  10%  ticket.  | 

273  (R.  1456)  That  the  “10c  Potomac  Electric  Power 

Company’ ’  is  a  ticket  sold  to  that  company  where  the 
transportation  cost  is  KV,  that  is,  if  that  were  presented  on 
a  bus  line  where  the  basic  fare  was  KU*  the  Potomac  Electric 
Power  Company  will  redeem  that  ticket,  paying  the  Rail¬ 
way  Company  10^  for  that  ticket. 

In  answer  to  a  question  as  to  whether  those  various 
rates  correspond  with  similar  rates  of  the  Capital  Trac¬ 
tion  Company  the  witness  replied  he  did  not  have  that 
data  available,  but  that  he  was  sure  they  do  nqt  have  a 
great  a  variety  of  rates  on  their  bus  lines,  because  his 
company  have  a  great  many  more  bus  lines,  and  those  bus 
lines  have  different  rates  of  fare  on  the  different  lines. 
In  answer  to  a  question  the  witness  said  the  street  car 
companies  should  have  a  uniform  rate  of  fare,  on  car  fare; 
and  as  to  buses,  he  thought  their  answer,  in  item  I  on 
page  7,  stated  what  his  company  was  applying  for,  namely: 
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“This  respondent  further  states  that  a  uniform  rate  of 
fare  of  ten  cents  (10c)  cash  with  four  tokens  sold  for 
thirty  cents  (.*Kty)  on  street  car  and  feeder  bus  lines,  with 
free  transfers  between  intracompany  car  lines  to  those 
passengers  paying  ten  cents  cash  fare  or  such  token  fare, 
and  with  free  transfers  between  intracompany  car  lines 
and  bus  lines  or  between  intersecting  intracompany  bus 
lines  to  those  passengers  paying  ten  cents  (lO^*)  cash  fare, 
and  subject  to  the  exception  that  the  rates  of  fare  on  the 
Burleith-Trinidad  bus  line,  Rhode  Island  Avenue  Coach 
Line,  Bunker  Hill  Road-lOth  and  E  Streets  bus  line,  Massa¬ 
chusetts  Avenue  bus  line  and  Foxall-Potomac  Heights  bus 
line  and  other  charges  shall  continue  as  at  present. ” 

0 

Thereupon  plaintiff  Washington  Railway  &  Electric 
Company  offered  and  there  was  received  in  evidence,  Ex¬ 
hibit  Xo.  1*26  (R.  145S),  “  Washington  Railway  &  Electric 
Company’s  system  (excluding  W.  B.  &  A.)  Revenue  pas¬ 
sengers  carried  within  the  District  of  Columbia  for  1*2 
months  ended  each  month  from  December,  1915  to  June, 
1929,  inclusive.”,  which  was  a  very  interesting  blue  print 
chart  showing  the  trend  of  passenger  traffic  on  the  lines 
of  the  Wash.  Ry.  &  Elec.  Co.  The  witness  stated 
274  that  this  particular  statement  includes  (R.  1458) 
Washington  Inter  urban  Railway  Company,  as  the 
object  of  it  is  to  show  the  trend  rather  than  the  figures  bear¬ 
ing  directly  upon  the  Wash.  Ry.  &  Elec.  Co.  Each  dot  on 
said  exhibit  represents  a  volume  of  passenger  traffic  for  the 
12  months  ending  on  that  particular  date  and  each  year 
there  are  12  of  such  dots,  each  representing  the  end  of  each 
of  the  12  months  in  that  year.  The  witness  called  attention 
to  the  figures  for  the  end  of  1915  where  there  were  approxi¬ 
mately  60,000,000  passengers  carried  and  by  the  end  of  1916 
that  had  gone  up  to  62,000,000.  In  1917  they  had  a  strike 
causing  a  very  abrupt  drop  in  the  passenger  traffic  of  that 
year,  bringing  it  down  to  approximately  55,000,000  at  the 
end  of  1917.  Then  there  was  a  very  abrupt  increase  to  the 
peak  that  occurred  in  the  early  part  of  1920  and  quite  an 
abrupt  change  took  place  from  1920  down  to  1921.  That 
a  less  abrupt  decrease  occurred  in  the  years  1922, 1923  and 
1924  and  since  the  middle  of  1924  there  has  been  a  very 
gradual  and  at  times  almost  negligible  decrease  in  pas- 
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senger  travel.  That  below  that  is  the  line  which  indicates 
the  rate  of  fare  which  was  in  effect  during  thosb  different 
periods.  That  personally  be  did  not  think  there  has  been 
much  effect  upon  their  volume  of  traffic  due  to  any  changes 
in  rates  of  fare  that  have  occurred  from  time  to  time. 

In  response  to  request  from  Commissioner  Hartman  the 
witness  gave  the  dates  at  which  their  different  bus  services 
were  inaugurated,  so  that  they  could  be  spotted  on  said 
Exhibit  126,  the  same  being  as  follows: 

The  date  of  the  beginning  of  operations  of  each  bus  line : 


Park  Road,  May  *28,  1922. 

Rock  Creek  and  Zoo  Line,  August  5,  1922,  confined  to 
holiday  and  Sundav  business,  and  that  has  since! been  dis- 
continued  as  far  as  the  Rock  Creek  service  is  concerned. 
Woodley  Road  Line,  December  13,  1922. 


Potomac  Park  Line,  February  19,  1923.  j 
275  (R.  1460)  North  Capitol  Street  owl  linej— another 

term  for  night  car — March  6,  1923. 

Bladensburg  line,  April  20,  1923,  which  was  thp  District 
of  Columbia. 

Bladensburg  line  in  Maryland,  May  20,  1923.  j 

Connecticut  Avenue  owl  line,  May  28, 1923. 

East  Washington  line,  April  9,  1924.  | 

Forest  Glen  line  in  Maryland,  December  15,  1$24.  The 
operation  of  that  line  was  discontinued  on  March!  31,  1926. 

Anacostia-Congress  Heights  Line,  January  26,  1925. 

Burleith  Line,  March  1, 1925.  j 

Massachusetts  Avenue  Line,  May  13,  1925. 

Laurel  Line  in  Maryland,  July  1,  1925.  This  line  was 
consolidated  with  the  Hyattsville  Bus  Line  on  May  1,  1929. 

Rhode  Island  Avenue  Line,  January  6, 1926. 

Foxall  Village  Line,  April  12, 1926. 

Georgetown  and  Lincoln  Park  Owl  Service,  May  13, 1928. 

Columbia  Line  Owl  Service,  June  3, 1928.  ] 

Ninth  Street  Line  Owl  Service,  June  3,  1928. 

Hyattsville  Bus  Line,  January  1,  1929.  Consolidated 
with  Laurel  Bus  Line  May  1,  1929. 


The  witness  then  gave  the  following  extensions  of  said 
lines,  as  follows : 

Park  Road  Line,  date  of  extension  6/11/1922,  Georgia 
and  New  Hampshire  Avenues  to  Rock  Creek  Church  Road 


i 
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and  Randolph;  12/23/1927,  19th  and  Park  Hoad  to  Adams 
Mill  Road,  X.  W. ;  Rock  Creek  Church  Road  and  Randolph 
Streets  to  Rock  Creek  Cemetery  and  Catholic  University 
6/ 17/1928. 

Woodley  Road  Line:  date  of  extension  6/8/1925,  Con¬ 
necticut  Avenue  and  Calvert  Street  to  Connecticut  Avenue 
and  R  Street;  2/17/1926  Macomb  Street  to  Ordway  Street. 

Potomac  Park  Line:  date  of  extension  12/17/1923,  19th 
and  Virginia  Avenue  to  Lincoln  Memorial;  3/1/ 
276  1925, 17th  (R.  1462)  &  1 1  Sts.  to  17th  and  K  Sts.  N.  W. 

Bladensburg  (Md.)  Line;  date  of  extension  7/19/ 
1925,  Bladensburg  School  to  Hast  II vattsville;  8/28/1925 
East  Hyattsville  to  Jefferson  Avenue;  1/1/1924  Bladens- 
burg  Junction  to  Hyattsville;  5/1/1928  Annapolis  and  Ed- 
monston  Road  to  Cheverlv;  5/1/1929  Hyattsville  to  Uni¬ 
versity  of  Maryland;  and  5/19/1929  into  the  University 
Grounds. 


East  Washington  Line:  date  of  extension  7/1/1925  15th 
and  H  Streets,  X.  E.,  to  Montello  Avenue  and  Mt.  Olivet 
Road,  X.  E.:  3/17/1927  Montello  Avenue  and  Mt.  Olivet 
Road  to  Ivy  City  (R.  II.) :  and  6/10/1927  Montello  Avenue 
and  Mt.  Olivet  Road  to  10th  and  M  Streets,  S.  E. 

Burleith  Line:  date  of  extension  2/1/1927  10th  and  E 
Streets,  X.  W.  to  Trinidad,  X.  E. 

Massachusetts  Avenue  Line:  date  of  extension  1/15/ 
1928,  45th  and  Fessenden  to  Tenley  Circle  (X.  R.);  12/16/ 
1925  Dupont  Circle  to  17th  and  I  Streets,  X.  W.  (R.  H.) 

Rhode  Island  Avenue  Line:  date  of  extension  4/15/1926 
4th  and  Rhode  Island  Avenue,  X.  E.  to  22nd  and  Monroe 
Streets,  X.  E.,  1 1/6/1927  4th  and  Channing  Streets  to  4th 
and  Franklin  Streets,  X.  E. :  1/8/1928,  22nd  and  Monroe 
to  22nd  and  Quincy  Sts.,  X.  E.;  6/20/1928,  4th  and  Frank¬ 
lin  to  Queen  Chapel  and  Bunker  Hill  Road,  and  10/8/1928 
Queen  Chapel  and  Bunker  Hill  Road  to  Hyattsville. 

Foxall  Village  Line:  date  of  extension  7/22/1928  Foxall 
and  Reservoir  Road  to  Potomac  Heights. 


The  witness  stated  that  the  data  which  he  has  given  does 
not  include  the  earnings  of  the  Maryland  bus  lines,  that  is, 
the  Montgomery  Bus  Lines,  Tnc.,  because  of  the  fact  that  it 
is  entirely  an  interstate  operation  and  no  local  business  is 
done  within  the  District  of  Columbia.  That  said  line  runs 
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between  Rockville  and  "Washington.  They  have  !a  line 
which  runs  from  10th  and  E  Sts.  X.  W.  to  Laurel  and  also 
have  a  line  running  from  15th  and  Ii  Sts.  N.  E.  with 

277  three  (R.  14G3)  terminals  in  Maryland — one  the 
Maryland  Agricultural  College,  one  the  East!  River- 

dale  and  the  third  Cheverly.  That  is  a  complete  statement 
of  their  Marvland  bus  lines. 

That  the  Washington  Coach  Company  began  operations 
August  1, 192G  and  it  is  a  separate  company,  operated  under 
the  laws  of  Delaware  and  is  performing  a  special  chartered 
bus  service  and  its  operations  are  not  included  ini  any  of 
the  figures  that  have  been  presented  nor  do  any  Of  their 
traffic  show  on  said  statement  of  traffic  of  the  Wash.  Ry. 
&  Elec,  system.  The  witness  said  in  a  former  hearing 
before  said  Commission,  the  earnings  of  that  line  ^vere  re¬ 
ported  as  part  of  the  Wash.  Ry.  &  Elec.  System  and  fnonthly 
reports  of  that  company  are  on  file  with  the  Commission, 
but  as  the  Wash.  Ry.  &  Elec.  Co.  was  made  a  party  to  the 
present  proceeding  it  seemed  preferable  to  keep  all  the  op¬ 
erations  of  the  Washington  Coach  Company  separate  as 
it  was  not  joined  in  this  case.  That  the  Washingtpn-Mont- 
gomery  Bus  Line  is  not  included  in  the  statements,  either 
as  to  revenue  or  expenses,  nor  the  bus  lines  of  the  Wash¬ 
ington  Interurban  and  the  line  that  runs  from  10th  and  E 
Sts.  N.  W.  to  Laurel  has  an  allocation  of  revenues'  and  ex¬ 
penses  according  to  the  system  previously  described. 

The  witness  stated  that  during  the  period  covered  by  said 
Exhibit  No.  126  there  were  two  abandonments,  j  namely, 
Massachusetts  Avenue  from  what  is  known  as  the  j  Macomb 
Street  line,  extending  from  Wisconsin  Avenue  and!  Macomb 
Street  to  Massachusetts  Avenue,  and  thence  to  the  District 
Line,  which  line  was  abandoned  so  far  as  service  gdes  on  the 
date  shown,  but  the  actual  abandonment  of  track  tbok  place 
subsequently.  The  Portland  Street  Line,  extending  from 
Congress  Heights  down  to  the  Washington  Steel  plant  was 
also  abandoned;  that  there  was  no  traffic.  That  the  aban¬ 
donment  on  Bladensburg  Road  took  place  so  far  as  service 
goes  on  April  22, 1923,  the  actual  abandonment  of  the  prop¬ 
erty  taking  place  at  a  subsequent  date.  (R.  1466) 

278  That  an  addition  of  trackage  is  the  building  of  the 
17th  Street  extension  which  occurred  in  1920,  being 
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from  H,  ITtli  and  H  Sts.  to  17th  and  Pennsylvania  Avenue, 
and  that  one  block  cost  $131,718.38  to  install. 

The  witness  stated  that  with  the  exception  of  the  Wash¬ 
ington  Coach  Company,  Exhibit  No.  126  reflects  both  bus 
and  car  passengers. 

Concerning  intercompany  and  intracompanv  transfer  rev¬ 
enues  the  witness  said  in  the  year  ending  April  30,  1929, 
the  revenue  from  2<4  transfers  is  $37,013.47,  which  includes 
exchanges  with  the  other  company  at  a  2^  transfer  and  all 
2c4  transfers  would  be  from  bus  to  car,  or  from  bus  to  bus. 
That  1?  transfers  for  the  same  year  were  $31,665.61. 

The  witness  stated  that  they  separate  their  bus  opera¬ 
tions  from  their  rail  operations  and  that  the  operations  of 
the  buses  and  street  cars  are  so  intermingled  that  it  cannot 
be  definitelv  stated  the  traffic  that  really  should  be  credited 
to  each  one,  except  that  if  the  traffic  originates  on  the  bus, 
thev  get  the  revenue.  If  it  originates  on  the  car  line,  the 
street  cars  get  the  revenue.  That  they  know  the  total  rev¬ 
enue  of  the  busses  and  the  expenses  of  bus  operation.  The 
witness  stated  that  bus  operations  are  not  profitable,  that 
is,  determining  the  matter  in  the  way  he  has  outlined. 
That  whether  they  are  in  fact  profitable  to  the  system  as 
a  whole,  and  whether  they  are  a  useful  agency  in  keeping 
the  total  revenues  of  the  Company  up,  would  be  another 
thing — meaning  the  entire  Washington  Railway  &  Elec. 
System.  That  for  the  whole  bus  operations  in  the  District 
of  Columbia  and  Maryland,  the  loss  from  same  in  the  year 
1928  was  $7,770.91,  without  allowing  anything  for  the  in¬ 
terest  upon  the  cost  of  the  buses.  That  in  their  petition 
they  ask  for  the  same  rate  of  fare  for  the  feeder  bus  lines, 
with  the  exception  of  certain  lines  which  already 
279  have  a  higher  rate  (R.  1470)  of  fare,  for  which  they 
ask  the  continuance  thereof.  That  their  rates  are 
higher  in  Maryland  than  in  the  District.  That  they  never 
had  made  a  valuation  of  their  Maryland  properties. 

Thereupon  plaintiff  Washington  Railway  &  Electric  Com¬ 
pany  offered  and  there  was  received  in  evidence,  Exhibit 
No.  127  (R.  1472).  The  witness  stated  it  to  be  a  chart  show¬ 
ing  the  number  of  Federal  employees  in  the  District  of  Co¬ 
lumbia  from  1916  to  1929,  which  figures  vrere  obtained  from 
the  United  States  Civil  Service  Commission.  That  the 
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figures  for  1917  and  1919  are  not  available,  so  as  far  as 
those  years  are  concerned  they  are  disregarded  op  said 
chart.  That  the  number  of  employees  in  June  1916  was 
39,442.  In  October,  1918,  the  number  was  117,760.  Iij  July, 

1920,  90,559;  July  1921,  78,865;  June  1922,  69,980  ;j  June 

1923,  66,290;  June  1924,  64,120;  June  1925,  63,756;  June 

1926,  60,811;  June  1927,  59,879;  June  1928,  61,422;  June 

1929,  63,841.  That  the  above  information  shown  in  graphic 
form  on  said  chart  is  submitted  simply  that  a  comparison 
may  be  made  with  the  chart  showing  the  passengers  car¬ 
ried  by  the  Washington  Railway  &  Electric  Company, 
namely  Exhibit  No.  126.  That  there  is  a  marked  similarity 
in  the  general  characteristics  of  the  two  curves.  That  the 
peak  of  their  traffic  was  reached  in  1920  and  the  pbak  of 
Federal  employees  was  reached  in  1918,  but  particularly  in 
the  years  from  1923  or  1924  down  to  1929,  there  is  quite  a 
marked  similarity  between  the  two  curves.  The  witness 
stated  the  chart  does  not  include  the  employees  of  the  Dis¬ 
trict  of  Columbia. 

When  asked  to  define  what  is  meant  bv  4 ‘Federal  em- 

m/ 

ployee”  on  said  chart  the  witness  replied  that  it  was  taken 
from  the  official  bulletin  of  the  U.  S.  Civil  Service  Commis¬ 
sion,  which  says  “Number  of  employees  in  each  branch  of 
the  Federal  Executive  Civil  Service  on  June  30, 1926j”  with 
totals  for  Nov.  11,  1918,  Armistice  Day,  and  later;  dates, 
comprising  classified  and  unclassified,  which  includes 
280  (R.  1474)  Presidential  appointments.  Date  Jiine  30, 

1926,  60,811  in  the  District  of  Columbia,  which  is  di¬ 
vided  to  show  35,805  men  and  25,006  women.  That  j  a  note 
thereto  says  “Does  not  include  legislative  or  judicial  serv¬ 
ices,  nor  the  commissioned,  warranted  or  enlisted  person¬ 
nel  of  the  land,  naval,  Marine  Corps  or  Coast  Guarji  serv¬ 
ices,  nor  the  Government  of  the  District  of  Columbia.  The 
Railroad  Labor  Board  formerly  included  was  abolished  by 
Act  of  Congress  May  20, 1926.”  j 

Thereupon  plaintiff  Washington  Railway  &  Electric  Com¬ 
pany  offered  and  there  was  received  in  evidence,  Exhibit 
No.  128,  Washington  Railway  &  Electric  Company- — Com¬ 
parison  of  Traffic  by  Lines,  Spring  of  1926,  1927,  1928  and 
1929  (R.  1475).  j 

The  witness  stated  said  Exhibit  shows  the  various  lines 
of  the  company  with  the  traffic  readings  that  were  taken  in 
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the  spring  of  each  of  those  years,  as  required  by  the  Public 
Utilities  Commission.  That  it  shows  the  place  of  reading, 
the  number  of  passengers  carried  on  those  lines  at  those 
points  during  the  a.  m.  and  p.  m.  rushes,  with  the  exception 
that  where  the  asterisk  appears  opposite  the  9th  Street- 
Brightwood  Line,  no  readings  were  taken  in  1927  due  to 
track  reconstruction,  but  for  the  purposes  of  comparison, 
they  added  in  1927  total  the  readings  of  1926.  That  the 
object  of  said  statement  is  to  show  that  the  falling  off  in 
traffic  which  his  Company  has  sustained  is  not  in  the  rush 
period  to  any  considerable  extent  and  while  the  lines  vary 
and  some  show  some  falling  off  and  others  some  increase, 
in  the  total  of  passengers  reflected  by  said  statement,  in  1926 
was  27,175;  in  1927,  27,432;  in  1928,  26,267  and  in  1929, 
26,362.  That  the  figures  during  the  p.  m.  rush  were  as  fol¬ 
lows:  1926,  28,624;  1927,  29,305;  1928,  28,556  and  1929, 
28,148. 

The  witness  stated,  as  previously  testified,  they 
281  (R.  1476)  have  just  as  much  difficulty  in  moving  their 

cars  during  the  rush  period  now  as  they  have  had  nor¬ 
mally  in  the  past  and  the  above  figures  show  that  the  volume 
of  traffic  in  the  rush  periods  is  practically  the  same  in  each  of 
said  four  years,  which  is  interesting,  because  they  are  the 
results  upon  the  cars  after  there  has  been  a  considerable 
diversion  of  traffic  from  the  car  lines  to  bus  lines.  That  if 
they  had  similar  figures  of  the  rush  period  on  the  buses, 
they  would  have  information  showing  that  the  total  volume 
of  traffic  in  the  rush  period  today  is  greater  than  it  was 
three  or  four  years  ago.  That  such  a  line  as  the  Rhode 
Island  Avenue  Bus  Line  diverts  a  very  considerable  volume 
of  traffic  from  both  the  Rhode  Island  Avenue  line  and  from 
the  North  Capitol  Street  line,  in  fact  there  is  a  decided  fall¬ 
ing  off  in  the  volume  of  traffic  on  the  North  Capitol  Street 
line  right  at  North  Capitol  and  H  Streets.  That  in  the 
morning  hours  the  drop  in  1928  was  down  to  2,029  and  down 
to  1929  in  1929  and  that  they  still  have  some  strap  hangers. 
That  the  extent  of  the  rush  hours  are  from  6.30  a.  m.  to  9.13 
and  from  3.45  p.  m.  to  6.15. 

On  being  asked  by  Commissioner  Hartman  whether  he 
had  given  any  consideration,  either  by  way  of  pass  or  other¬ 
wise,  to  a  decreased  off-peak  rate,  the  witness  replied  that 
he  had  never  given  consideration  to  a  difference  in  rate,  but 
he  had  given  consideration  to  the  use  of  a  pass. 
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Commissioner  Hartman  also  asked  the  witness :  what  his 
reaction  was  to  the  question  of  half  fare  for  school  children 
to  which  he  replied  that  it  is  a  subject  that  is  very  much 
exaggerated  in  its  importance.  That  it  seems  to  him  the 
development  of  a  city  such  as  Washington  had  brought 
about  a  condition  where  all  of  the  lower  schools  are  neigh¬ 
borhood  schools  and  therefore  children  of  the  lower  grades 
find  a  school  in  the  immediate  neighborhood  and 

282  would  not  (R.  1478)  avail  themselves  of  si^ch  trans¬ 
portation  facilities.  That  as  to  those  who  attend  the 

high  schools,  they  are  children  who  are  practically  grown  up 
and  he  thinks  they  should  pay  full  fare  and  that  he  does  not 
think  there  is  half  as  much  involved  in  it  as  some  people  think 
there  is,  and  under  existing  conditions,  he  thinks  they  should 
pay  the  full  fare.  That  the  attitude  of  his  company  has 
been  they  do  not  object  to  having  half  fares,  of  reduced 
fares,  for  children  provided  it  is  ordered  by  the  Piiblic  Util¬ 
ities  Commission  who  should  properly  consider  that  what¬ 
ever  effect  is  made  upon  the  revenues  of  the  Coippany  by 
having  half  or  reduced  rates,  should  be  made  up  iq  revenue 
from  some  other  source.  That  there  has  also  been  consid¬ 
erable  argument  whether  the  Commission  has  the  legal  right 
to  put  such  fares  into  effect,  and  for  that  reason  they  did  not 
object  at  all  to  anything  being  put  in  such  legislation  as  Con¬ 
gress  might  enact  that  would  clearly  transfer  to|  the  said 
Commission  the  right  to  take  up  that  matter  and  act  upon  it. 

In  answer  to  a  question  the  witness  stated  he  would  have 
no  way  of  stating  what  percentage  of  their  passengers  are 
carried  in  the  rush  period,  because  the  traffic  readings  are 
entirely  inadequate  to  measure  the  volume  of  traffic  even 
during  the  rush  hours  and  the  purpose  of  them  is! to  ascer¬ 
tain  whether  adequate  service  is  being  furnished.  That 
they  do  not  reflect  the  total  number  of  passengers  oh  the  cars 
at  that  time  nor  measure  the  volume  of  traffic  in  the  opposite 
direction  of  the  rush-hour  traffic,  but  only  makes! count  of 
the  number  of  passengers  traveling  in  the  direction  of  the 
rush  traffic  at  certain  specified  points.  That  they  have  a 
non-rush  hour  reading  and  they  could  possibly  make  some 
approximation  from  the  record  of  non-rush  travel  as  com¬ 
pared  with  rush  travel  by  compiling  a  statement  of  non¬ 
rush  readings  and  comparing  that  compilation  with 

283  (R.  1481)  the  one  of  the  rush  readings. 

16— 5316a 
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The  witness  then  said  in  re  question  as  to  consid¬ 
eration  of  a  special  pass,  that  he  has  been  and  would  be  very 
much  opposed  to  the  introduction  of  a  pass  system,  because 
he  thinks  its  abuse  would  be  very  great. 

Thereupon  plaintiff  Washington  Railway  &  Electric  Com¬ 
pany  offered  and  there  was  received  in  evidence,  Exhibit 
No.  129,  “ Washington  Railway  and  Electric  Company  (All 
Railways)  Cash  and  Ticket  Passengers  within  the  District 
of  Columbia  (Excluding  W.  B.  &  A.)  ” 

The  witness  stated  said  statement  was  submitted  for  the 
purpose  of  showing  the  relation  of  cash  fares  to  token  fares 
and  covers  the  rail  lines  and  such  bus  lines  as  have  the  same 
rate  of  fare  as  the  rail  lines.  That  it  may  not  check  out 
exactly  with  figures  of  traffic  which  would  not  have  been 
prepared  in  exactly  that  same  way.  That  it  is  very  inter¬ 
esting  as  showing  the  use  of  tokens  or  tickets  at  various 
periods  under  different  rates  of  fare.  That  it  should  be 
noted  there  are  some  differences  in  relative  use  of  tokens 
on  the  lines  of  the  Wash.  Ry.  &  Elec.  Co.  and  those  of  the 
Capital  Traction  Co.  That  going-  back  to  the  year  1914 
as  a  typical  year  prior  to  anything  that  had  occurred  to 
change  the  conditions,  when  the  rate  of  fare  was  5<*  cash 
and  six  tickets  for  25<*,  the  percentage  of  tickets  was  85.35 
and  the  percentage  of  cash  fares  14.64.  For  nine  months 
from  January  1,  1918  to  September  30,  1918,  the  rate  of 
fare  was  five  cents  and  six  tickets  for  25<-  and  that  showed 
a  percentage  of  86.84  tickets  and  13.16  cash  fare. 

That  the  rate  of  fare  was  changed  effective  November  1, 
1919  to  7<*  cash  and  4  tickets  for  25<\  During  said  six 
months  to  May  1,  1920  the  percentage  of  use  of  tickets 
was  90.47  and  cash  9.53. 

That  the  rate  of  fare  was  again  changed  on  Sept.  1, 
284  (R.  1483)  1921  to  8^  cash  with  four  tickets  for  30^ 

and  token  use  was  85.67%  and  cash  14.33%. 

On  Sept.  1, 1921  the  rate  of  fare  was  8^*  cash  and  5  tickets 
for  35^  and  for  the  six  months  from  that  time  to  February 
28,  1922,  token  use  was  85.16%  as  compared  with  14.84% 
cash. 

The  present  rate  of  fare  was  established  March  1,  1922 
and  for  the  first  18  months  from  March  1,  1922  to  August 
31,  1923,  the  token  use  was  80.38%  and  19.62%  cash. 

The  witness  stated  that  following  that  are  given  the 
figures  for  the  four  months  ending  December  31,  1923,  for 
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the  year  December  31,  1924,  for  the  year  December  31, 
1925,  for  eight  months  ending  August  31,  1926,  for  the  year 
ending  December  31,  1926,  the  year  ending  December  31, 
1927,  the  year  ending  December  31,  1928  and  the  five 
months  ending  May  31,  1929. 

That  since  the  establishment  of  the  rate  in  1923;  there  has 
been  practically  a  constant  increase  in  the  percentage  of 
cash  passengers  and  it  is  now  down  so  that  the  percentage 
of  token  use  is  72.26%  and  the  cash  27.74%  fpr  the  five 
months  ending  May  31,  1929. 

That  the  differential  between  tokens  now  and  leash  fare 
and  tokens  under  the  last  preceding  rate  is  greater  than  it 
was  under  the  former  rate,  in  other  words,  the  purchaser 
of  tokens  is  getting  a  greater  financial  advantage  in  buying 
them  at  the  rate  of  six  for  4(ty*  than  he  would  if  he  bought 
them  five  for  35^,  and  yet  the  use  of  tokens  has  j  fallen  off 
from  85.16%  under  the  former  rate  to  72.26%  under  the 
present  rate.  The  witness  stated  that  he  thinks  the  facility 
with  which  tokens  can  be  purchased  means  mqre  in  the 
relative  use  of  tokens  than  the  question  of  the  price  of  the 
token-  and  people  do  not  seem  to  be  induced  to  pse  tokens 
because  there  is  a  small  change  in  their  valiie  or  cost. 
285  (R.  1485)  The  witness  stated  there  was  ho  signifi¬ 

cance  to  be  attached  to  the  fact  that  a  peridd  of  eight 
months  ending  August  31,  1926  was  used  and  that  it  was 
probably  they  had  that  computation  already  madq  and  just 
added  the  later  figures  on  to  some  former  computation. 

The  witness  was  asked  to  what  did  he  attribute  the  in¬ 
creased  use  of  cash  fares,  even  though  the  rate  jis  higher, 
to  which  he  replied  that  he  did  not  know,  it  would  be  purely 
a  matter  of  guess-work,  that  he  believes  to  a  considerable 
extent  people  are  indifferent  to  that  saving  of  1%^  and 
would  rather  pay  cash  and  be  done  with  it  than  t^  be  wait¬ 
ing  around  for  tokens  and  said  that  this  is  not  a  penny 
country  and  longer.  That  metal  tokens  have  been  in  use 
during  the  entire  period  but  that  way  back  in  1914  tickets 
were  used.  That  they  have  no  way  of  guaging  the  public’s 
desire  for  tickets,  although  said  paper  tickets  havq  possibly 
gone  forever  because  of  the  development  of  a  device  for  the 
collection  of  tokens  which  makes  the  fare  collections  so 

i 

much  more  accurate  and  complete  than  could  ev^r  be  with 
paper  tickets.  In  reply  to  question  did  he  believe  if  they 
cut  the  purchase  of  tokens  in  one-third  or  at  the  rftte  of  two 


i 
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for  15c4  that  it  would  increase  the  sale  of  tokens,  the  wit¬ 
ness  replied,  very  greatly  and  that  it  simply  illustrates 
what  he  said  a  little  ^Vay  back  that  the  facility  with  which 
they  can  be  purchased  is  a  more  important  factor  to  the 
average  purchaser  than  the  actual  price  of  the  token.  As 
to  whether  the  possession  of  a  token  is  an  inducement  for  a 
ride  the  witness  replied  it  might  be  in  some  cases  and  if 
so,  the  larger  quantity  they  sell  at  one  time  would  be  the 
controlling  factor,  because,  if  six  were  sold  at  one  time 
and  one  were  used,  five  would  be  left.  The  witness  said 
that  to  the  extent  token  use  was  increased  it  would  have 
its  effect  upon  the  revenue,  that  the  less  fare  you  have,  you 
will  have  more  riders  to  make  up  the  difference  in 
286  revenue  (R.  1488)  than  when  they  were  paying  the 
same  cash  fare.  That  it  mav  be  that  some  of  the 


difference  between  their  figures  and  those  of  the  Capital 
Traction  Company  is  due  to  the  character  of  their  business. 
That  they  extend  out  into  the  suburbs  and  probably  have  a 
lesser  volume  of  transient  business  than  the  Capital  Trac¬ 
tion  Co.  but  the  peculiar  thing  to  his  mind,  which  is  ex¬ 
plained  definitely,  is  that  with  the  same  rate  of  fare  the 
use  of  tokens  should  have  fallen  from  80.38 %  in  18  months 
ending  August  31,  1923  to  72.68%  in  the  year  ending  De¬ 
cember  31,  1928,  and  as  before  said,  he  believes  a  great  deal 
of  it  is  represented  by  the  indifference  of  the  public,  or  cer¬ 
tain  portions  of  it,  to  that  small  difference  in  cost. 

The  witness  was  asked  how  many  buses  are  rented  by 
the  Wash.  Rv.  &  Elec.  Co.  to  the  Washington  Coach  Co. 
and  he  replied  that  they  are  only  rented  from  day  to  day, 
as  necessity  for  their  use  arises.  That  no  buses  are  es¬ 
pecially  set  aside  for  the  use  of  the  Washington  Coach 
Company,  nor  are  they  used  at  times  other  than  at  periods 
when  the  Washington  Ry.  &  Elec.  Co.  has  no  use  for  them 
in  its  passenger  service.  The  witness  was  handed  the  re¬ 
port  for  June,  1929  of  the  Washington  Coach  Co.  which 
showed,  rent  of  equipment  $733.45,  rent  of  rolling  stock 
$733.45  and  revenue  $4,271.75  and  admitted  that  these 
buses  are  all  included  in  Exhibit  No.  123  and  that  the  reve¬ 
nue  from  the  rental  of  them  was  included  in  his  revenue 
exhibits,  and  that  dealing  only  with  gross  revenue,  for  the 
one  month  of  June,  1929,  excluding  the  revenue  would  have 
the  effect  of  excluding  the  difference  between  $733.  and 
$4,271.  ignoring  the  cents,  and  that  is  leaving  operating 
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expenses  entirely  out  of  the  picture.  In  answer  to  a  ques¬ 
tion  the  witness  said  that  operation  over  a  period  covered 
by  his  revenue  exhibits  was  conducted  at  a  profit; 

287  that  the  effect  (R.  1491)  is  to  exclude  from  the  rev¬ 
enue  shown  in  his  revenue  exhibits  the  difference  be¬ 
tween  t lie  rental  paid  and  the  net  revenue  received  by  the 
Washington  Coach  Company.  The  witness  said!  he  wished 
to  amplify  that  statement,  as  follows,  that  the  revenue  that 
is  received  from  rental  returns  to  the  owner  of  the  bus,  the 
Wash.  Ey.  &  Elec.  Co.,  a  sum  sufficient  to  meet  aljl  deprecia¬ 
tion,  a  return  of  8%  on  the  investment,  and  an  overhead  of 
10%  on  top  of  those  two.  That  the  Washington!  Coach  Co. 
is  outside  of  the  jurisdiction  of  said  Commission,  in  his  judg¬ 
ment,  and  conducts  a  business  which  is  entirely  separate 
from  the  other  operations  of  the  Wash.  Ry.  &  Elec.  Co. 
That  thev  have  no  desire  to  take  advantage  of  that,  how- 

*  c?  j  / 

ever,  and  realize  thev  are  verv  closelv  related.  IThat  their 
object  in  incorporating  a  separate  company  was  entirely 
different  from  that  as  they  have  no  right  as  the  Washing¬ 
ton  Railway  &  Electric  Co.  to  operate  within  Virginia,  and 
their  charter  would  not  permit  them  to  do  so,  |  also,  their 
drivers  were  being  arrested  around  town  for  performing 
work  not  within  the  power  of  the  Wash.  Ry.  &  Elec.  Co.  to 
do,  and  for  that  reason  they  thought  it  best  to  incorporate 
a  company  separately,  where  there  would  be  no  Question  of 
its  right  to  operate  and  perform  the  kind  of  business  it  is 
performing.  That  if  it  is  the  pleasure  of  the  Commission 
to  include  in  the  operations  of  the  Wash.  Ry.  &  Elec.  Co. 
in  the  determination  of  what  is  fair  to  do  in  ithe  matter 
before  the  Commission,  they  would  enter  no  objection  to 
having  the  net  revenues  of  the  Washington  Coach  Co.  taken 
into  consideration. 

Thereupon  the  plaintiff  Washington  Railway  &  Electric 
Company  offered  and  there  was  received  in  e|vidence  its 
Exhibit  Xo.  130,  Washington  Railway  &  Electric  Company, 
Effect  of  Proposed  Rate  of  Fare  of  10  cents  j  Cash  with 
Four  Tokens  for  30  cents  within  the  District  of  Columbia. 
(R.  1495)  I 

288  (R.  1495)  The  witness  stated  that  said  exhibit 
shows  the  operating  income  within  the  District  of 

Columbia  for  the  twelve  months  ending  April  $0,  1929,  in¬ 
cluding  adjustment  of  the  W.  B.  &  A.  R.  R.  Co^  traffic  and 


246  PUBLIC  UTILITIES  COMMN.,  I).  C.,  ET  AL.  VS. 

adjustment  of  4%  Tax  on  Gross  Earnings,  $789,297.44, 
which  is  the  figures  shown  on  the  2nd  sheet  of  Exhibit  No. 
123.  That  the  number  of  passengers  affected  by  the  pro¬ 
posed  change  in  rate  is  18,277,388,  these  passengers  con¬ 
stituting  27.77%  of  the  total,  and  47,536,098  token  passen¬ 
gers  representing  72.23%,  making  a  total  of  65,813,486  pas¬ 
sengers. 

That  in  order  to  estimate  the  effect  of  the  proposed 
change  in  the  rate  of  fare  it  is  necessary  to  estimate  the 
effect  that  the  change  in  the  rate  of  fare  will  have  on  the 
relative  number  of  cash  and  token  riders,  which  can  never 
be  known  accurately  in  advance  when  dealing  with  an  un- 
known  quantity.  That  the  best  one  can  do  is  to  make  an 
estimate  based  on  his  knowledge  and  experience,  and  for 
that  reason,  the  figures  presented  in  Exhibit  No.  129  are 
helpful  in  reaching  some  conclusion  as  to  what  is  the  likely 
percentage  of  cash  and  ticket  riders  under  the  proposed 
rate.  That  this  calls  for  a  differential  of  21/Af  in  the 
amount  that  will  be  paid  for  car  fare,  10c  being  the  amount 
if  paid  in  cash,  and  the  ticket  is  at  the  rate  of  71/4^4,  a  differ¬ 
ence,  therefore,  of  21/*>(h  That  the  other  element  to  be 
taken  into  consideration  is  the  facilitv  with  which  tickets 
can  be  purchased.  Regardless  of  cost,  if  tickets  were  sold 
at  a  certain  number  for  25c,  that  fact  alone  would  be  such 
as  to  encourage  the  sale  of  tickets,  because  it  is  convenient 
to  get  the  exact  change  in  payment.  That  he  thinks  four 
tickets  for  is  a  more  convenient  proposition  for  the  pub¬ 
lic  than  six  for  40c  and  is  not  dealing  now  with  the  price,  but 
simply  that  it  is  easier  to  make  the  change  for  30^  then  it  is 
for  40<*.  That  those  two  factors  must  be  taken  into 
289  consideration  in  arriving  (R.  1497)  at  a  conclusion  as 
to  what  will  be  the  relative  use  of  tickets  and  from  the 
figures  which  are  presented  in  Exhibit  No.  129,  showing  the 
relative  use  of  tokens  under  different  conditons,  he  has 
come  to  the  conclusion  that  if  the  proposed  rate  of  fare  is 
made  effective,  the  percentage  of  token  riders  would  be 
somewhere  between  85  and  90  per  cent.  That  if  he  were 
to  try  to  limit  it  between  those  points,  he  would  say  that  his 
best  judgment  is  it  might  be  around  87  per  cent,  but  he  feels 
fairly  confident  it  would  be  somewhere  between  85  and  90 
per  cent.  That  using  the  percentage  of  87,  under  the  pro¬ 
posed  rate,  the  passenger  revenue  would  be  as  follows : 
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8,555,753  cash  passengers  at  10^  and  57,257,733  token 
passengers  at  71/4<S  yielding  a  revenue  of  $5,149,905.28. 

The  witness  said  as  to  the  W.  B.  &  A.  traffic  lie  does  not 

i 

feel  that  that  will  be  disturbed  by  the  change  of  rate  within 
the  District  of  Columbia  as  that  traffic  is  all  of  a  through 
character  from  points  outside  the  District  into  the  District 
and  from  the  District  to  points  outside  the  District,  so  that 
the  volume  will  not  be  affected  at  all.  That  they  add  to 
the  proposed  revenue  from  those  passengers  carried  on 
what  is  strict lv  known  as  the  Wash.  Rv.  &  Elec,  cars  and 
buses,  what  would  be  the  revenue  from  the  W.  1$.  &  A.  un¬ 
der  the  proposed  rate,  90,439  cash  passengers  at  10f*,  734,- 
177  token  passengers  at  7M>fS  and  non-cash  passengers  at 
%ths  of  a  cent,  a  total  of  $69,209.89;  making  thq  estimated 
passenger  revenue  under  the  new  rates  of  fajre  $5,219,- 
115.17  and  that  is  the  passenger  revenue  from  shell  passen¬ 
gers  as  are  affected  bv  the  change  in  rate  of  fhre.  That 
from  those  passengers  the  present  revenue  is  $4|730, 784.95, 
as  shown  in  detail,  Xo.  130  Exhibit,  so  that  there  is  an 
estimate  of  additional  passenger  revenue  due! to  the  in¬ 
auguration  of  this  rate  of  lOf*  cash  and  four  tickets  for  30^ 
of  $488,330.22. 

Assuming  there  is  such  an  increase  in  passenger 
290  (R.  1498)  revenue,  the  witness  said  it  wiljl  be  neces¬ 

sary  for  the  company  to  pay  4%  on  grods  earnings 
as  a  tax  to  the  District  government,  and  12%  to  the  Fed¬ 
eral  Government  in  the  form  of  income  tax  and  those  two 
items  would  make  a  total  of  $75,788.85,  leaving  a  net  in¬ 
crease  in  operating  income  due  to  the  proposed  changes  in 
rates  of  fare  of  $412,541.37.  | 

That  this  estimate  is  prepared  on  the  basis  of  tjhere  being 
the  same  volume  of  traffic  as  has  been  enjoyed  during  the 
12  months  ending  April  30,  1929,  and  naturally  and  prop¬ 
erly  the  question  arises  as  to  the  effect  on  the  volume  of 
passenger  traffic,  caused  by  the  increase  as  proposed  in 
the  application  of  the  Capital  Traction  Company,  joined  in 
by  the  Wash.  Ry.  &  Elec.  Co.  That  his  judgment  is,  the 
proposed  change  will  have  very  little  effect  up(m  the  vol¬ 
ume  of  traffic  and  he  does  not  think  the  public  will,  so  far 
as  the  public-used  tokens  are  concerned,  be  influenced  ex¬ 
cept  to  a  small,  negligible  extent,  as  to  whethei:  they  pay 
40^  for  six  tokens  or  30^  for  four  tokens.  He  thinks  the 
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difference  is  so  slight,  considering  the  fact  there  is  the 
smaller  investment  in  the  latter  figure,  and  a  more  conven¬ 
ient  one  to  be  used,  that  the  failure  to  ride  will  not  apply 
to  those  who  use  tokens.  That  there  may  be  some  falling 
off  in  the  number  of  those  passengers,  but  it  seems  to  him 
that  those  cash  passengers  may  be  divided  into  two  sepa¬ 
rate  classes,  at  least1 — one,  the  transient,  whose  interest  in 
buving  tokens  is  nil  because  he  mav  not  use  them,  and  the 
other  person,  who  is  somewhat  indifferent  as  to  the  cost  of 
his  ride,  who  if  he  was  particularly  keen  about  saving 
money,  would  now  be  using  the  tokens  instead  of  paying 
cash.  So  that  he  feels  the  change  proposed  in  this  appli¬ 
cation  and  joined  in  by  the  Wash.  Ry.  &  Elec.  Co.  will  not 
have  much  effect  upon  the  traffic,  and  if  it  does  have  such 
effect,  it  will  be  of  comparatively  short  duration. 

291  (R.  1500)  The  witness  said  he  was  heartily  in 

favor  of  a  10C  cash  fare  and  believes  that  the  10^ 
cash  fare  will  be  a  more  acceptable  fare  than  8C,  because  of 
the  convenience  of  making  change  and  the  fact  that  annoy¬ 
ance  is  not  caused  the  passenger  in  frequently  being  called 
upon  to  make  change.  Then,  it  seems  to  be,  generally  and 
broadly  speaking,  nearly  everything  costs  one  hundred  per 
cent  more  than  it  did  before  the  war.  They  used  to  have  a 
5C  cash  fare  and  he  thinks  the  sooner  the  electric  railway 
industry  gets'on  a  basic  10^  fare,  the  better  for  the  industry 
and  for  the  riding  public. 

That  as  to  the  rates  that  should  be  charged  for  tokens 
or  tickets,  that  is  dependent  upon  what  might  constitute 
a  reasonable  return  to  each  individual  property.  That 
conditions  as  to  individual  properties  vary  a  good  deal,  but 
be  believes  that  the  10c  basic  cash  fare  is  a  step  in  advance 
that  will  be  helpful  not  only  to  the  electric  railway  industry 
but  to  the  public  as  a  while,  and  will  enable  them  to  over¬ 
come  the  annovances  and  delavs  that  are  incident  to  being 
compelled  to  make  change  with  a  large  number  of  those  who 
now  pay  the  cash  fare. 


That  the  estimate  of  operating  income,  with  the  proposed 


fare,  is  $1,201,838.81,  which  is  a  return  of  6.25%  or  6*4%, 


upon  the  fair  value  of  $19,210,899.39,  as  of  December  31, 
1928,  which  as  previously  stated  was  determined  by  the 


Commission  with  additions  subsequent  to  the  date  of  find¬ 


ing  by  the  Commission.  That  he  does  not  claim  that  this 
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87%  is  anything  that  one  can  definitely  determine  and  he 
rather  states  it  that  they  think  the  percentage  of  use  of 
tokens  will  advance  to  between  85  and  90.  That  for  the 
convenience  of  the  Commission  there  is  a  memorandum  at 
the  bottom  of  said  Exhibit  130,  “Each  1%  variation  in  use 
of  tokens  affects  the  estimate  of  Operating  Income  by 
$13,899.81  and  rate  of  return  by  0.07235%.”!  In  other 
words  85%  use  of  tokens  yields  a  return  of  6j40% ;  86% 
use  of  tokens  yields  a  return  of  6.33%  ;  (R.j  1502)  88% 
202  use  of  tokens  yields  a  return  of  6.18%~;  89%  use  of 
tokens  yields  a  return  of  6.11%;  90%  use  of  tokens 
yields  a  return  of  6.04%. 

On  cross  examination  the  witness  was  asked  if  the  Com¬ 
mission  granted  the  proposed  increase  in  fare  aiid  his  esti¬ 
mate  of  87%  token  use  is  correct  and  they  start  out  with 
that  use,  would  he  expect  a  corresponding  decline  or  de¬ 
crease  from  year  to  year  to  take  effect  as  during  the  period 
from  1923  on,  to  which  he  replied,  that  he  wofild  not  ex¬ 
pect  it  to,  as  he  thinks  the  six  for  408  is  a  soiit  of  incon¬ 
venient  rate  of  fare  and  that  as  the  inconvenience  of  it  has 
grown  on  people  they  have  become  indifferent  to  the  sav¬ 
ing  of  the  difference  between  the  cash  and  tokeh  fare,  and 
accordingly  it  lias  been  constantly  going  downl  That  he 
does  not  think  it  would  go  down  under  the  four  for  30c  and 
he  does  not  think  people  know  how  much  they  are  paying 
for  a  car  token  when  buying  them  six  for  408  which  is  more 
inconvenient  and  one  is  more  apt  to  have  change  for  308 
than  408  in  his  pocket.  As  to  whether  it  is  no  more  incon¬ 
venient  to  make  change  for  508  the  witness  said  he  does  not 
think  it  makes  much  difference.  If  one  is  going  to  change 
508,  the  conductor  snaps  it  out  of  his  coin  collecting  ma¬ 
chine  and  he  can  do  it  almost  instantly.  That  as  a  matter 

*  j 

of  investment  people  would  rather  spend  30  than  40  cents, 
they  don’t  like  to  spend  a  greater  sum  and  a  passenger  is 
more  apt  to  have  a  quarter  and  a  nickel  rather  than  enough 
small  change  to  make  up  408.  That  many  people  would 
much  rather  pay  eight  cents  and  he  thinks  a  good  many 
people  would  just  as  soon  pay  ten  cents. 

At  this  point  Mr.  Fleharty,  People’s  Counsel^  requested 
that  Mr.  Ham,  the  witness,  read  into  the  record  ithe  income 
of  the  Washington  Railway  &  Electric  Company  received 
from  investments  In  securities,  etc.  Objection:  was  made 


i 
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to  these  questions  on  the  ground  that  the  income 
293  from  (R.  1505)  such  sources  was  irrelevant  in  a  rate 
case,  as  it  would  go  to  the  introduction  of  testimony 
upon  elements  that  do  not  form  any  part  of  the  considera¬ 
tion  of  matters  in  connection  with  a  rate  base,  as  such  ele¬ 
ments  do  not  form  a  part  of  the  base  upon  which  a  return 
is  asked,  and  further,  that  all  of  the  income  from  invest¬ 
ments  was  alreadv  before  the  Commission  in  the  annual  re- 
ports  of  the  Company,  to  which  the  Commission  had  al¬ 
ready  stated  it  would  give  judicial  notice.  The  objection 
was  sustained  and  exception  was  allowed  Mr.  Flehartv  (R. 
1505-1513). 


The  witness  was  asked  as  to  his  idea  that  30  would  be 
more  convenient  for  a  passenger  to  buy  tokens  than  40^, 
could  it  be  extended,'  and  might  it  not  be  more  convenient 
for  a  passenger  to  buy  so  many  for  50f*,  to  which  the  wit¬ 
ness  replied,  it  would  be  dependent  on  whether  the  pas¬ 
senger  had  50 If  he  had  the  50c  it  would  be  more  con¬ 
venient  probably. 

The  witness  was  asked  if  his  company  had  been  applying 
for  relief  independently  as  a  company,  would  they  have 
adopted  the  rate  they  now  ask  for  as  a  party  in  said  case, 
to  which  he  replied  that  he  did  not  know  that  he  could  an¬ 
swer  that  because  lie  did  not  give  it  any  special  considera¬ 
tion.  In  answer  to  various  questions  the  witness  said  his 
company  had  not  recently  considered  any  application  for 
increased  fare,  except  the  application  filed  in  said  case, 
that  he  was  told  by  Mr.  Hanna  of  the  Capital  Traction 
Company  that  an  application  would  be  made,  but  was  not 
informed  it  was  going  to  be  for  1(V*  cash  and  four  tokens  for 
30<*  as  it  was  a  general  discussion.  That  after  application 
was  filed  the  matter  was  placed  before  their  Board  of  Di¬ 
rectors,  that  he  does  not  know  that  any  formal  action  was 
taken  by  the  Board  of  Directors,  that  the  matter  came  up 
at  either  a  board  meeting  or  a  meeting  of  the  executive 
committee,  which  has  the  power  to  act  in  most  matters 
when  the  board  is  not  (R.  1515)  in  session  and 
294  it  was  the  sense  of  the  committee,  or  board — he 
could  not  say  which  right  then — that  the  company 
should  join  in  said  application  and  should  use  every  effort 
that  it  could  to  secure  the  increased  rate  of  fare.  That  it 
was  understood  they  would  join  in  the  petition  of  the  Capi¬ 
tal  Traction  Company,  in  the  rate  of  fare  they  had  asked 
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for  and  there  was  no  discussion  on  their  part  of  ilny  rate  of 
fare,  other  than  that  for  which  the  Capital  Traction  made 
application.  That  he  does  not  know  that  the  main  desire 
of  the  company  is  the  uniformity  of  fare,  that  they  would 
like  very  much  to  have  the  additional  revenue,  but  outside 
of  having*  the  additional  revenue,  he  is  positively  of  the 
opinion  that  a  uniform  rate  of  fare  on  the  two  cjar  lines  is 
very  essential.  That  they  have  been  operating  j  under  the 
present  rate  of  fare  from  March  1,  1922  and  that  his  com¬ 
pany  as  a  whole,  he  would  say,  is  in  sound  financial  condi¬ 
tion.  That  he  does  not  know  whether  one  would  call  their 
reserves  large  or  not,  they  have  some  substantial  book¬ 
keeping  reserves.  That  there  is  no  depreciation  Ifund,  they 
have  what  is  known  as  a  reserve,  as  a  liability,  which  is  a 
bookkeeping  transaction.  In  answer  to  the  question  as  to 
whether  his  method  of  setting  up  depreciation  is  a  better 
method  than  that  employed  by  the  Capital  Traction  Com¬ 
pany  the  witness  said  he  did  not  care  to  make  comparisons 
that  he  thinks  his  testimonv  before  said  Commission,  both 
at  said  hearings  and  former  hearings,  as  to  depreciation 
shows  what  he  believes  is  the  sound  and  proper  method 
of  carrying  depreciation  and  the  charges  that  have  to  do 
with  depreciation.  That  he  did  not  care  to  makb  compari¬ 
sons  with  the  methods  used  by  any  other  company,  and 
it  mav  be  if  he  is  right,  thev  are  wrong,  and  jif  thev  are 
right,  he  is  wrong.  That  whenever  they  find;  the  right 
method  it  is  fair  to  all  parties  in  interest  and  whatever  is 
really  legal  and  proper  must  necessarily  j  be  fair  to 
295  all  (R.  1518)  parties.  The  difficulty  is  they  have  to 
rely  upon  commissions  and  upon  courts  to  come  to  a 
determination  as  to  what  is  right  and  fair  and 'when  that 
question  is  finally  determined  we  must  all  aecom-odate 
ourselves  to  the  decision  and  realize  it  is  fair  to  all  parties. 

In  answer  to  a  question  as  to  a  smaller  rate  of  fare,  that 
during  rush  hours  his  company  would  be  unable  t|o  accom-o¬ 
date  passengers  if  it  was  not  a  uniform  rate,  the  witness  said 
he  believed  the  facilities  would  be  taxed  undulvj  That  for 

*  i 

brief  periods  his  lines  are  now  up  to  capacity,  due  to  the 
traffic  congestion  and  possibly  to  there  not  being  a  realiza¬ 
tion  on  the  part  of  those  controlling  traffic  of  the  gjreat  desir¬ 
ability  of  seeing  that  mass  transportation  is  given  the  pref¬ 
erence  over  private  transportation,  so  that  on  certain  points 
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of  their  lines  they  have  extreme  difficulty  in  getting  their 
service  through  on  schedule. 

The  witness  said  they  own  more  cars  than  they  operate  in 
the  rush  period.  It  is  absolutely  necessary  to  have  some 
reserve  cars  and  tliev  must  necessarilv  have  them  when  cars 
are  undergoing  repairs  and  must  be  kept  in  the  car  house  in 
case  of  a  car  on  the  line  becoming  crippled.  In  addition  it 
would  be  the  part  of  prudence  for  a  company  to  keep  in  re¬ 
serve  a  certain  number  of  cars  that  are  not  used  in  opera¬ 
tion  for  special  occasions  like  Inauguration  or  periods  when 
there  is  an  undue  strain  on  the  transportation  facilities,  also 
in  case  of  a  catastrophe  like  a  fire.  That  as  far  as  additional 
passengers  offering  themselves  in  rush  hours  they  could  take 


care  of  them  so  far  as  numbers  of  cars  go.  That  there  is  no 
question  about  the  fact  it*  they  had  additional  or  more  help 
from  the  traffic  officials  in  the  movement  of*  their  cars,  that 
traffic  would  be  handled  better  and  the  difficulty  removed  to 


some  extent,  and  just  as  an  illustration  said:  there  is 

296  now  under  consideration  (R.  1520)  by  the  District 

Commissioners  a  plan  for  doing  away  with  parking 

on  the  south  side  of  F  Street  between  13th  and  14th  Streets 

and  he  believes  that  that  move  will  assist  them  verv  mate- 

%/ 

rially  in  being  able  to  move  their  cars  through  that  block. 
There  are  manv  other  things  which  mav  be  done,  and  things 
which  have  been  done  in  other  cities,  which  would  help  the 
movement  of  traffic  in  the  more  congested  periods. 

That  the  last  rail  extension  that  he  recalls  tliev  contem- 

•  •- 

plated  was  an  extension  of  the  11th  Street  line  to  connect 
with  Georgia  Avenue  at  about  New  Hampshire  Avenue,  and 
an  extension  of  the  Lincoln  Park  Line  to  reach  the  Eastern 
High  School.  That  there  was  a  formal  hearing  before  the 
Commission  on  those  extensions  in  response  to  a  demand  by 
the  Commission  that  they  present  any  extension  they  had  in 
mind,  but  both  suggestions  or  applications  were  acted  upon 
adversely  by  the  Commission.  That  he  does  not  now  think 
those  extensions  would  be  advisable  and  are  probably  not 
essential.  Particularly  the  11th  Street,  inasmuch  as  the 
Commission  in  its  wisdom  allowed  another  bus  line  to  go  out 
there,  going  from  there  to  the  center  of  the  city,  taking  away 
a  lot  of  their  traffic  and  giving  the  people  the  service  which 
might  have  been  performed  by  the  extension  of  the  11th 
Street  car  line.  That  Eastern  High  School  is  now  served 
by  a  bus  line  of  the  Washington  Ry.  &  Elec.  Co.  and  a  bus 
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line  of  the  Capital  Traction  Co.  so  he  would  say  tlialt  that  is 
adequately  served,  therefore,  under  the  conditions:  as  they 
exist  now,  he  would  say  there  would  be  no  reasonable  de¬ 
mand  for  the  extension  of  those  two  car  lines.  That  he  has 
thought  it  might  be  desirable  to  make  an  extension  of  the 
rail  lines  through  some  street  north  and  southbound,  east  of 
Georgia  Avenue,  but  that  idea  in  his  own  mind  has  not  taken 
anv  definite  form.  That  as  far  as  they  are  concerned  thev 
have  gone  right  ahead  extending  their  bus  lines  and 
297  buying  (R.  1522)  additional  equipment,  just  as  if 
there  was  no  merger  pending. 

The  witness  admitted  that  the  Washington  Rapid  Transit 
Company  received  an  increase  to  a  l(ty  fare  about  two  years 
back  and  that  their  Park  Road  bus  line  is,  to  some  extent,  a 

7  i  7 

competitor  of  the  Washington  Rapid  Transit  Company  and 
that  the  fare  on  the  Park  Road  line  is  lower,  also  that  it  has 
the  added  inconvenience  to  the  riding  public  in  the  form  of  a 
transfer,  so  that  a  person  who  is  served  by  both  tlie  Wash. 
Ry.  &  Elec.  Co.  bus  line  and  the  Wash.  Rapid  Transit  bus 
line  in  one  case  for  a  higher  fare  can  get  his  ride  directly  to 
the  heart  of  the  city  without  change,  whereas  if  hej  rides  on 
the  Park  Road  bus  he  would  have  to  change  from  the  bus  to 
a  street  car.  That  it  is  certainly  more  convenient  to  ride 
direct  rather  than  to  transfer.  That  he  could  hot  state 
whether  any  of  the  Wash.  Rapid  Transit  passengers  left  and 
went  to  their  bus  line  because  of  the  lower  fare  aild  that  it 
is  not  his  theory  thev  leave  one  line  and  go  to  the  other  be- 
cause  of  the  difference  in  fare.  That  the  services  rendered 
by  the  Wash.  Rapid  Transit  Co.  from  the  Brightwood  or 
Petwortli  sections  to  the  heart  of  the  city  are  in  no  >vav  com- 
parable  to  the  services  rendered  by  the  Park  Roadj  Bus  line 
and  the  street  car  line.  That  the  purpose  of  the  installation 
of  the  Park  Road  bus  line  was  entirely  different  gs  it  was 
put  in  as  a  cross-town  line  to  connect  the  service!  on  three 
intersecting  rail  lines  and  to  give  people  that  Ranted  to 
cross  the  city  an  opportunity  to  do  so  without  a  roundabout 
journey  into  the  heart  of  the  city.  That  he  does  not  think  a 
comparison  can  be  fairly  made  between  the  service:  of  Rapid 
Transit  Co.  and  the  said  Park  Road  bus  line  although  a  com¬ 
parison  can  be  made  between  the  down  town  service  of  the 
Rapid  Transit  Company  and  the  car  line  of  the  Wash.  Ry.  & 
Elec.  Co.  from  the  same  section.  j 
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29S  (R.  1525)  In  reply  to  a  question  the  witness  stated 

that  if  the  service  which  his  company  is  rendering  the 
public  of  Washington  had  gone  up  a  hundred  per  cent,  in 
schedules  and  everything  else  in  proportion,  the  expenses 
would  not  only  have  been  doubled,  but  they  would  have  been 
quadrupled.  That  the  service  rendered  by  his  Company  at 
this  time  is  an  economical  service  and  there  is  no  wasting  of 
car  mileage  or  anything  else.  That  they  attempt  to  give  rea¬ 
sonable  service  according  to  standards  that  have  been  fixed 
bv  the  Public  Utilities  Commission  and  those  that  they  feel 
are  such  as  to  give  the  public  reasonably  adequate  service. 
That  it  is  not  a  wasteful  service  and  if  they  were  hauling 
about  the  same  number  of  people  that  they  hauled  14  years 
ago  and  doubled  their  schedules  as  suggested,  they  would  be 
subject  to  grave  criticism  by  the  Commission  for  having 
such  unnecessary  expense.  That  the  character  of  the  ser¬ 
vice  rendered  by  the  Wash.  Rv.  is  good;  the  men  are  well 
trained;  the  equipment  is  in  good  condition;  there  has  been 
an  effort  on  their  part  in  the  last  ten  years  to  improve  their 
equipment  by  adding  equipment,  by  improving  existing 
equipment  and  that  they  also  operate  in  the  city  of  Washing¬ 
ton  some  of  the  best  cars  that  can  be  found  in  any  part  of 
the  count  rv. 


The  witness  was  thbn  questioned  as  to  Exhibit  130  again. 
He  said  that  owl  bus  passengers  are  included  in  said  exhibit. 
The  percentage  of  tokens  to  cash  on  the  W.  B.  A.  are  the 
actual  figures  and  are  approximately  89%  token  passengers 
and  11%  cash  passengers.  That  in  developing  the  percent¬ 
ages  on  Exhibit  No.  129  he  used  the  system,  excluding  the 
W.  B.  &  A.  in  the  District  of  Columbia,  in  other  words,  that 
includes  the  Wash.  Rv.  &  Elec.  Co.  system,  excluding  the  W. 
B.  &  A.  in  all  periods,  and  does  not  include  any  earnings 

within  Marvland  and  is  limited  to  collections  within  the 
* 

District  of  Columbia.  That  they  have  both  cash  and 
299  ticket  (R.  1528)  fares  in  Maryland  both  on  street  cars 
and  buses.  That  the  situation  is  eonsiderablv  com- 
plicated  by  the  use,  in  through  service  from  points  in  Mary¬ 
land  to  the  District  of  commutation  tickets  and  they  throw 
out  the  comparison  of  the  number  of  tickets  used  as  com¬ 
pared  with  cash  because  they  are  sold  at  considerably  re¬ 
duced  rates.  It  is  an  easy  computation  to  make  to  find  out 
the  percentage  of  cash  to  regular  tickets  on  any  of  their  lines 
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that  are  operated  in  Maryland  or  any  of  the  bus  lines  that 
operate  in  Maryland. 

The  witness  then  said  lie  had  one  further  statement. 
That  in  the  answer  they  have  filed  in  said  case  Ithey  ask 
that  an  exception  be  made  to  the  rate  of  fare  of  !10^  cash 
and  4  tickets  for  3(V*  to  the  extent  that  the  rates  of  fare  on 
the  Burleigh-Trinidad  bus  line,  the  Rhode  Island  Avenue 
coach  line,  the  Bunker  Hill  Road-Tenth  and  E  Streets  bus 
line,  Massachusetts  Avenue  bus  line  and  FoxalUPotomac 
Heights  bus  line  and  other  charges  shall  continue  as  at 
present.  In  order  that  they  might  know  what  he  was  talk¬ 
ing  about,  the  fare  on  the  Massachusetts  Avenu^  bus  line 
is  10c  straight.  Upon  the  payment  of  such  fare  aj  transfer 
is  issued  free.  On  the  Burleigh-Trinidad  bus  line  the  fare 
is  10c  cash  or  tickets  sold  at  the  rate  of  6  for  50A  That 
transfers  are  issued  free  upon  payment  of  the  lOci  fare  and 
transfers  are  also  issued  free  upon  payment  of  the  token 
fare  plus  2 cash. 

That  fares  on  the  Rhode  Island  Avenue  coach  line  and 
on  the  Bunker  Hill-Tenth  and  E  Streets  bus  linp  are  the 
same  as  on  the  Burleigh-Trinidad  line.  That  tlije  fare  on 
the  Foxall  Village-Potomac  Heights  line  is  100  straight, 
upon  which  payment  a  transfer  is  issued  free. 

That  said  five  lines  during  the  twelve  months  ending 
April  30,  1929,  showed  an  operating  profit  of  j  $9,953.66 
which  was  a  shade  over  3%  upon  the  value  of  the  buses 
used  in  the  service  on  said  lines,  determined  upon  a  car 
mileage  basis.  At  8%  return,  the  equipment  used 
300  on  those  lines,  (R.  1530)  based  upon  the  actual  mile¬ 
age  made  by  each  type  of  equipment,  would  have 
amounted  to  $26,405.51,  so  that  even  on  those  lines  which 
show  in  the  aggregate  an  operating  profit,  there  is  a  failure 
to  earn  an  8%  return  in  the  sum  of  $16,449.85.  That  it  is 
also  fair,  in  the  consideration  of  said  matter,  to  make  a 
comparison  with  the  rates  of  fare  that  have  beeji  granted 
to  the  Washington  Rapid  Transit  Co.,  who  enjoy  a  straight 
10(4  fare,  and  whose  percentage  of  transfer  passengers  is 
very  much  lower  than  the  percentage  of  transfer  passen¬ 
gers  carried  on  said  lines  now  referred  to. 

In  answer  to  a  question  concerning  the  4%  tax  on  their 
gross  receipts  from  bus  lines,  the  witness  said!  that  the 
Washington  Rapid  Transit  Company  does  not  payj  a  similar 
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tax,  although  they  pay  tax  on  their  equipment,  whereas 
under  the  terms  of  the  law  by  which  his  company  pays 
their  \c/\  tax,  that  tax  is  in  lieu  of  taxes  on  personal  prop¬ 
erty. 

The  witness  was  asked  the  question  by  Commissioner 
Hartman  that  where  service  requirement  is  limited  that  it 
can  be  adequately  met  by  bus  operations,  is  it  not  ordi¬ 
narily  more  economical  to  render  that  service  bv  bus  than 
by  street  car,  to  which  lie  replied  that  he  thinks  it  depends 
upon  the  volume  of  traffic  and  what  is  meant  by  satisfac¬ 
torily  handled  bv  buses.  That  if  the  volume  of  traffic  is 
%>  * 

light,  he  would  say  it  could  be  handled  more  economically 
by  bus  than  street  car  and  if  the  volume  of  traffic  is  heavy, 
that  it  could  be  handled  more  economically  by  street  car 
than  bv  buses.  That  he  would  call  the  volume  of  traffic  on 
their  Massachusetts  Avenue  bus  line  light.  That  it  was 
correct  to  state  the  street  railway  operation  on  Massachu¬ 
setts  Avenue  was  suspended  in  the  spring  of  1925  and  bus 
operation  substituted.  As  to  the  justification  of  increasing 
the  fare  for  that  ride  when  they  were  making  a  change  to 
secure  more  economical  operation  the  witness  said  the  es¬ 
tablishment  of  that  line  was  brought  about  by  the  desire 
of  the  people  in  Wesley  Heights  to  have  a  (R.  1532) 
301  service  they  did  not  have.  That  real  estate  oper¬ 
ators  who  had  developed  Wesley  Heights  had  oper¬ 
ated  a  bus  to  carry  people  to  the  car  line  and  that  method 
of  operation  was  unsatisfactory  to  the  residents  of  Wesley 
Heights  and  expensive  to  the  real  estate  operators.  That 
by  taking  a  combination  of  the  two  lines  to  serve  Wesley 
Heights  and  also  to  give  direct  service  to  American  Uni¬ 
versity  Park  which  lies  between  Massachusetts  Avenue  and 
River  Road,  they  gave  a  very  much  superior  service  to  the 
people  in  those  two  sections  than  the  car  line  was  in  a  po¬ 
sition  to  give  anyway. 

That  there  have  been  two  instances  of  substitution  of  bus 
service  for  rail  service, — to  Potomac  Park  from  the  inter¬ 
section  of  17th  and  H  Streets  on  which  the  sanle  rate  of 
fare  applies  on  the  buses  as  applied  on  the  cars,  and  the 
only  other  substitution  is  on  the  Bladensburg  line  which  is 
not  a  part  of  the  Wash.  Ry.  &  Elec.  Co.  case,  but  will  be 
considered  when  the  case  of  the  Wash.  &  Interurban  is 
taken  up :  That  the  rail  line  was  what  they  termed  the  old 
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Macomb  Street  extension  which  started  from  thb  intersec¬ 
tion  of  Macomb  Street  and  Wisconsin  Avenue,  thence  west¬ 
erly  on  Macomb  Street  from  the  intersection  of  Massachu¬ 
setts  Avenue,  thence  westerlv  to  the  District  Line.  That  it 
was  a  single  track  road  with  the  necessity  of  transferring 
to  the  Wisconsin  Avenue  car  line  at  Macomb  Street  and 
Wisconsin  Avenue.  That  the  present  bus  service  extends 
from  American  University  Park  along  Massachusetts  Ave¬ 
nue,  along  the  same  line  that  was  formerly  occupied  by  the 
car  line,  until  Nebraska  Avenue  is  reached.  From  Nebras¬ 
ka  Avenue  and  Massachusetts  Avenue  the  route  of  the  bus 
line  is  different  from  that  of  the  car  line  and  gives  direct 
service  to  the  residents  of  Wesley  Heights,  to  either  the 
terminus  at  Dupont  Circle  or  the  terminus  at  J.7th  and  I 
Streets,  according  to  whether  it  is  non-rush  or  the  rush 
period.  That  the  service  rendered  by  the  bus  lines,  as  far 
as  convenience  to  the  public  is  concerned!  (R.  1534) 
302  is  greatly  superior  to  the  service  rendered  by  the 
car  line. 

The  witness  was  asked  by  Commissioner  Hariman  if  the 
amount  collected  from  the  public  through  operating  ex¬ 
penses  for  depreciation  by  the  Wash.  Ry.  &  Flee.  Co.  be  more 
or  less  than  is  collected  under  the  present  method  of  accru¬ 
ing  depreciation,  if  depreciation  were  accrued  b}f  said  Com¬ 
pany  on  a  3%  sinking  fund  basis,  to  which  he  Replied  that 
immediately  the  amount  collected  would  be  greater  upon  the 
straight  line  basis  than  upon  the  3c/c  sinking  fund  basis. 
That  he  does  not  see  in  the  final  analysis,  however  deprecia¬ 
tion  is  determined,  it  must  all  come  from  the  public.  There 
is  only  one  source  of  revenue  for  a  street  railroad  company 
or  other  utility  and  that  is  getting  its  revenues  in  the  rates 
that  it  charges  the  public ;  whatever  form  is  used,  they  must 
originally  have  come  from  the  public. 

Commissioner  Hartman  asked  the  witness  if!  it  was  not 
true  that  in  the  case  of  the  sinking  fund  accrual  of  deprecia¬ 
tion  that  the  fund  receives  the  benefit  of  the  Interest  on 
moneys  in  the  fund,  and  to  that  extent  the  public  only  pays 
for  the  investment  in  the  securities  and  is  saved  tjhe  payment 
of  the  interest  on  the  securities,  to  which  he  replied  that  that 
claim  is  sometimes  made,  but  he  really  believes!  that  in  the 
final  analysis,  the  funds  that  are  necessary  to  maintain  their 
property  come  from  the  public.  Of  course,  there  is  no  need 
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of  having  depreciation  and  one  can  do  as  the  steam  railroads 
have  done  and  are  doing,  he  believes,  up  to  the  present  time, 
as  to  their  way  and  structures — they  keep  their  property  up 
out  of  earnings,  without  having  any  depreciation  at  all,  with 
the  exception  of  equipment.  That  that  is  one  way  of  main¬ 
taining  ones  property,  there  is  no  depreciation  at  all.  It  is 
a  charge  upon  the  public  and  no  matter  what  kind  of  a 
303  method  is  used  for  raising  (R.  1536)  the  money  neces¬ 
sary  to  keep  the  property  in  repair,  it  must  come  out 
of  the  public. 

Commissioner  Hartman  continued  his  questions  as  to  de¬ 
preciation  by  steam  railroads,  to  the  effect  that  steam  rail¬ 
roads  in  addition  to  requiring  depreciation  against  equip¬ 
ment,  set  up  from  2  to  5  per  cent  accruals  against  some  part 
of  their  roadway  and  structures,  to  which  Mr.  Ham  the  wit¬ 
ness  replied  that  it  was  outside  of  his  knowledge,  but  he 
thought  it  was  the  other  way ;  that  he  was  of  the  opinion 
from  what  he  had  read  that  steam  railroads  do  not  write  up 
depreciation  on  their  way  and  structures.  Commissioner 
Hartman  then  referred  to  Exhibit  No.  122,  referring  par¬ 
ticularly  to  one  item  of  $107,481.31  which  the  Wash.  Ry.  & 
Elec.  Co.  read  back  into  the  value  figure  because  there  was 
a  retirement  of  boilers  and  engines  in  sub-station  B  sold  in 
1916  and  1917,  and  those  boilers  and  engines  did  not  appear 
in  the  base  value,  so  that  to  get  the  value  figure  equal,  they 
had  to  be  read  back  in  to  off-set  the  deduction,  and  that  he 
wanted  to  know  whether  or  not  between  1916  and  1919  said 
Company  accrued  depreciation  on  the  sum  of  $107,481.31 
and  how  the  retirement  was  handled — whether  there  was 
more  than  $60,000.  of  it  retired  through  depreciation  or  how 
it  was  handled,  to  which  Mr.  Ham  replied  that  there  were 
two  or  three  questions  to  answer,  but  he  thought  he  could 
answer  it  as  there  was  no  depreciation  written  on  that  prop¬ 
erty  between  1914  and  1919,  except  November  and  December 
in  the  year  1919  when  the  Company  in  accordance  with  the 
Commission’s  order  of  November  1,  1919,  began  writing  up 
depreciation.  That  the  actual  bookkeeping  entries  he  would 
like  to  look  up  before  answering. 

The  witness  was  asked  questions  concerning  the  five  ex¬ 
ceptions  set  forth  in  their  answer  to  the  Commission,  to  the 
fare  asked  by  the  Capital  Traction  Co.  and  his  Company, 
and  said  that  in  each  one  of  said  cases  the  fare  is  higher  than 
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the  fare  would  be  which  is  now  asked,  but  that  he  did 

304  (R.  1540)  not  consider  it  discriminatory!.  That  he 
had  previously  said  there  was  a  manifestation  in  the 

District,  as  evidenced  first  by  legislation  passed  by  Con¬ 
gress,  that  there  should  be  a  uniform  rate  of  fare  on  the 
street  railway  systems  within  the  District  and  even  that  had 
certain  modifications,  for  instance  when  there  was  a  higher 
fare  to  get  from  Brightwood  and  Tennallytown  than  existed 
on  the  balance  of  the  system.  That  he  thinks  it  was  then  six 
tickets  for  a  quarter  and  it  required  four  tickets  jfor  a  quar¬ 
ter  to  get  from  Brightwood  into  the  heart  of  the  dity,  so  even 
then  there  was  a  difference  in  the  rate  of  fare,  recognized  by 
Congress,  but  generally  speaking  there  has  been  a  desire  on 
the  part  of  the  public  that  the  fare  within  the  ^District,  on 
rail  lines,  should  be  uniform.  That  the  five  exceptions  just 
mentioned  were  the  rates  fixed  by  the  Public  Utilities  Com¬ 
mission. 

In  answer  to  a  question  the  witness  said  he  did  not  think 
they  were  getting  their  figures  upon  a  comparable  basis  as 
to  uniformity  of  rate  of  return  with  the  Capital  Traction 
Company,  because  said  Company  is  getting  a  rate  of  return 
based  upon  a  valuation  which  reflects  the  increased  costs 
since  1914,  whereas  for  the  purposes  of  this  hearing  and  in 
computing  the  rate  of  return  that  the  Wash.  Rv^  &  Elec.  Co. 
will  receive,  it  is  upon  a  basis  of  value  as  fixed  in  1919,  with¬ 
out  any  reflection  of  the  added  values  that  pay  accrue 
through  the  change  in  the  price  level  from  1914  |to  1929. 

There  being  no  objection,  the  following  was  made  a  part 
of  the  record,  namely,  the  evidence  of  Mr.  Ei  Y.  Fisher, 
shown  at  transcript  in  Formal  Case  201,  beginning  at  page 
564  (554),  line  4(10)  and  ending  at  page  565  (562)  line  15, 
and  exhibits  therewith  filed,  numbered  126  and  127.  A  copy 
of  said  exhibits  126  and  127  are  hereto  attached;  for  the  con¬ 
venience  of  the  Court,  marked  Exhibits  130A  and  130B. 

“  Exhibit  No.  126  reflects  the  income  available  for  return 
in  the  District  of  Columbia  shown  in  detail  for  the 

305  (R.  1543)  year  1926  compared  to  the  yqar  1927  and 

the  year  ended  July  31, 1928.  j 

(The  statement  mentioned  was  received  and  marked  Ex¬ 
hibit  No.  126.) 

j 

Mr.  Fisher:  This  value  given  here  is  the  Commission’s 
property  value  weighted. 
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In  1926  the  income  1  available  for  return,  of  $700,674.85 
is  a  rate  of  return  on  the  Commission’s  value  of  3.78  per 
cent. 

For  the  year  1927  the  income  is  $740,455.14  with  a  rate 
of  return  of  3.93  per  cent. 

For  the  year  ended  July  31,  1928,  the  income  was  $769,- 
702.15,  showing  a  rate  of  return  at  the  close  of  that  year 
of  4.06  per  cent. 

Exhibit  No.  127  reflects  the  property  value  within  the 
District  of  Columbia  as  of  July  31,  1928. 

(The  statement  mentioned  was  received  and  marked  Ex¬ 
hibit  No.  127.) 

Mr.  Fisher:  The  last  exhibit,  showing  income  for  the 
year  ended  July  31,  1928,  I  stated  that  it  showed  a  return 
of  4.06  per  cent  on  the  then  value  of  this  Company’s  prop¬ 
erty.  This  next  exhibit  will  show  how  that  4.06  per  cent 
is  built  up. 

It  is  customary  to  weight  the  additions  for  the  last  full 
vear,  which  has  been  done. 

Mr.  Dunlop:  Mr.  Fisher,  this  base  value  that  you  have 
taken  up  in  each  instance,  is,  of  course,  the  original  valu¬ 
ation  of  the  Commission? 

Mr.  Fisher:  Yes,  sir. 

Mr.  Dunlop :  1919  plus  additions  since  that  time,  and  has 
no  reference  to  any  possible  increases  in  that  value  which 
would  be  due  to  decisions  of  the  court? 

Mr.  Fisher:  No,  sir”. 

Thereupon  the  Washington  Railway  &  Electric  Company 
rested  its  case  and  there  was  received  in  evidence  Exhibits 
121,  122, 123, 124, 125, 126, 127, 128, 129  and  130,  and  a  copy 
of  each  is  herewith  attached  for  the  convenience  of  the 
Court.  Also  Exhibits  126  and  127  in  Formal  Case  No.  201, 
are  herein  marked  Exhibits  130A  and  130B  and  attached 
for  the  convenience  of  the  Court. 

306  (R.  1569)  To  a  question  by  Mr.  Clayton,  at  page 

1569  of  the  Record,  refer-ing  to  the  properties  of 
the  Washington  Railway  &  Electric  Company,  the  City  & 
Suburban  Railway  of  Washington  and  Georgetown  &  Ten- 
nallytown  Railway,  the  witness,  Mr.  Ham,  stated : 
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“Mr.  Clayton:  Has  the  property  of  these  companies  de¬ 
preciated  since  its  valuation  in  1919? 

Mr.  Ham :  I  could  not  state. 

Mr.  Clayton:  The  second  item  is  4 net  additions  from 
July  1,  1914  to  June  30,  1919,  as  determined  bkr  the  Public 
Utilities  Commission  \  That  amounts  to  $1,046,368.14. 

Mr.  Ham:  Yes. 

Mr.  Clayton :  Has  there  been  depreciation  s^t  up  on  that 
item  ?  | 

Mr.  Bowen:  You  understand  these  additions  were  found 
bv  the  Commission  itself  in  order  No.  339? 

Mr.  Clayton :  Yes. 

Mr.  Ham:  Commencing  with  November  1, 19|l9,  the  Com¬ 
pany  has  written  up  depreciation  in  accordance  with  Order 
330  of  the  Commission.  These  additions  from  July  1, 1914, 
to  June  30, 1919,  have  had  depreciation  written  up  on  them. 

Mr.  Clayton:  Take  the  net  additions  for  the  years  1920 
to  1928,  aggregating  $2,989,908.85:  Have  tho|se  net  addi¬ 
tions  to  the  property  of  the  company  or  the  valuation  of 
the  company  from  vear  to  vear  been  depreciated? 

Mr.  Ham:  Depreciation  has  been  calculated  on  those 
additions,  at  the  rate  specified  in  Order  No.  33£). 

Commissioner  Hartman:  The  figure  you  u|sed  includes 
1919  property  to  some  extent. 

Mr.  Clavton:  Yes,  I  understand. 

So  that  this  exhibit  then  does  show  depreciated  property, 
does  it  ?  | 

Mr.  Ham:  I  do  not  think  I  can  answer  that; question.  I 
do  not  know  what  you  mean  by  its  showing;  depreciated 
property.  I  think  we  can  get  at  the  facts  very  promptly 
if  I  get  your  thought.  I  have  no  desire  to  prolong  the  line 
of  questions.  The  Commission  says  in  its  oiider  that  the 
findings  of  value  of  July  1st,  1914,  were  depreciated.  In 
the  computation  leading  to  the  figure  $19,210^899.39  there 
is  no  depreciation  stated  other  than  that  which  is  included 
in  the  original  findings  of  the  Commission.  l|)oes  that  get 
at  what  you  are  after? 

307  (R.  1571 )  Mr.  Clayton :  Yes.  That  is  what  I  wanted. 

So,  if  upon  revaluation  of  the  property  of  the  Wash¬ 
ington  Railway  &  Electric  Company  today,  j  depreciation 
should  be  set  up  upon  what  you  claim  is  the  minimum 
value  of  your  property,  no  other  element  entering  into  it, 
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for  the  purpose  of  my  question,  it  would  show  a  much  less 
figure,  would  it  not,  than  the  figure  given  here? 

Mr.  Bowen:  Will  you  read  the  question,  please? 

(The  pending  question  was  read  by  the  reporter.) 

Mr.  Clayton:  I  will  change  the  question  from  ‘deprecia¬ 
tion  set  up’  to  ‘deducted’. 

Mr.  Ham:  I  cannot  answer  that,  because  I  do  not  know 
how  much  depreciation  is  in  the  original  figure.  I  do  not 
know  whether  the  property  has  actually  depreciated  since 
July  1,  1914,  or  not,  so  that  it  would  be  impossible  to  make 
a  comparison  as  between  those  two  dates. 

Mr.  Clayton:  Don’t  you  believe  it  has  depreciated  at  all? 

Mr.  Ham:  I  hesitate  to  express  an  opinion  because  I 
haven’t  any  knowledge  upon  which  to  base  such  an  opinion. 
It  would  require  an  examination  of  the  property  today,  and 
the  amount  of  observed  depreciation  would  have  to  be  com¬ 
pared  with  an  uncertain  quantity,  which  we  do  not  know 
even  the  amount  of,  as  to  the  observed  depreciation  that 
existed  at  the  time  in  1914. 

Mr.  Clayton:  In  your  opinion,  would  it  not  be  a  more 
satisfactory  case  here  for  the  Commission  to  determine,  if 
we  could  have  a  valuation  of  your  property  at  this  time? 

Mr.  Ham:  If  we  had  a  valuation  at  this  time  we  would 
have  more  exact  information  as  to  the  value  of  the  property 
than  we  have  under  existing  circumstances.  We  have,  as  I 
feel,  sufficient  evidence  before  this  Commission  for  them 
to  judge  whether  or  not  this  company  is  entitled  to  relief. 

Mr.  Clayton :  A  valuation  so  determined,  used  as  a  base 
for  a  rate  of  return,  would  be  more  satisfactory  to  both  the 
car  rider  and  the  company. 

Mr.  Ham:  I  do  not  know  whether  more  satisfactory.  If 
we  had  it  at  this  time  it  might  be  more  helpful  to  the  Com¬ 
mission  in  reaching  a  conclusion,  but  we  do  not  have  it  at 
this  time.” 

The  witness,  Mr.  Ham,  was  asked  some  questions  by  Mr. 
Fleharty  (R.  1580)  concerning  the  purchase  from 
308  May,  which  (R.  1580)  he  understood  included  a  fran¬ 
chise  in  the  District  of  Columbia  and  a  franchise  in 
the  State  of  Maryland,  to  which  the  witness  replied  yes  and 
that  they  paid  for  the  whole  thing  $5,500  and  there  has 
been  no  allocation  and  upon  strict  accounting  principles  said 
item  should  be  allocated  partly  to  Maryland. 
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Mr.  Fleharty  asked  the  witness  with  reference  to  his 
statement  to  the  effect  that  if  a  fare  increase  is  granted, 
improved  service  will  he  put  into  effect  and  requested  him 
to  be  more  definite,  to  which  the  witness  replied  that  he 
thought  there  will  be  encouragement  on  the  part  of  the 
Company  to  spend  money  more  freely  if  therb  is  some  dis¬ 
position  shown  that  they  should  get  greater!  revenue  and 
that  will  probably  take  the  form  of  improvements  to  some 
of  its  existing  cars  and  possibly  the  purchase  of  additional 
equipment  in  place  of  existing  equipment. 

Mr.  Fleharty  asked  the  question  of  the  fitness  if  his 
statement  that  he  thought  they  were  entitled! to  an  8%  re¬ 
turn  was  based  upon  the  experience  of  any!  other  public 
utility  engaged  in  public  transportation,  to  which  he  replied 
that  he  did  not  think  there  is  anything  fundamental  be¬ 
tween  what  a  street  railway  is  entitled  to  ajnd  any  other 
public  utility.  The  general  trend  of  opinions  of  courts  and 
commissions  shows  that  from  7  to  8  per  cent,  sometimes 
higher,  is  a  reasonable  return.  Most  of  the  recent  cases 
that  he  has  in  mind,  affecting  gas  and  electric  companies, 
have  indicated  that  8%  was  a  reasonable  return  and  in 

the  Baltimore  case  he  thinks  thev  held  them  down  to  some- 

•/ 

thing  under  7%,  he  knows  it  was  less  than  6.5%  and  the 
Company  appealed  from  that  in  the  same  way  the  Com- 
miss_ion  appealed  from  the  decision  of  the  lovier  court  as  to 
depreciation,  so  the  appeal  is  before  the  tJnited  States 
Supreme  Court  on  both  sides,  one  on  one  point  and  one  on 
the  other.  That  his  understanding  was  that  the 
309  (R.  1582)  grounds  of  the  company’s  appeal  was  that 

the  6.2%  rate  of  return  was  confiscatory.  That 
they  had  asked  for  a  rate  of  return  of  6.25%  upon  a  rate 
base  of  $19,210,S99.39,  which  he  thinks  is  confiscatory  on 
the  rate  base  claimed  here  and  what  he  means  by  that  is 
that  if  the  case  came  to  a  determination  in  court,  the  court 
would  hold  that  it  was  confiscatory.  That  the  reason  they 
are  not  asking  for  a  larger  increase  is  because  they  are 
asking  for  exactly  what  the  Capital  Traction  Company 
asks  for.  That  they  are  not  asking  for  whatj  he  feels  they 
are  entitled  to,  but  are  asking  for  some  measure  of  relief 
which  will  do  them  about  $400,000  a  year  good  if  it  -works 
out  the  way  he  thinks  it  will,  so  that  they  will  be  confis¬ 
cated  to  the  extent  of  $400,000  a  year  less  than  they  are 
now. 


i 
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The  witness  then  gave  the  ears  of  his  Company,  which 
are  arranged  by  date  of  purchase: 

Cars  No.  403  to  416,  13  cars,  purchased  in  1897. 

35  cars,  No.  1600  to  1649,  some  numbers  missing,  were 
purchased  in  1899. 

Two  cars  No.  342  and  343,  purchased  in  1903. 

Nine  cars,  included  in  the  numbers  running  from  344 
to  388,  purchased  in  1904. 

23  ears  included  in  the  numbers  running  from  371  to 
393,  purchased  in  1905. 

21  cars  included  in  the  numbers  running  from  252  to 
299,  purchased  in  1906. 

24  cars  running  from  No.  425  to  449,  purchased  in  1907. 

13  cars  running  from  No.  585  to  599,  purchased  in  1908. 

49  cars  Nos.  1  to  49,  purchased  in  1909. 

51  cars  running  from  No.  50  to  100,  purchased  in 
1910. 

310  (R.  1586)  62  cars  numbered  600  to  661,  inclusive, 

purchased  in  1912. 

9  cars  numbered  from  575  to  584,  inclusive,  purchased  in 
1913. 

50  cars  numbered  700  to  749,  purchased  in  1918. 

15  cars  numbered  750  to  764,  inclusive,  purchased  in  1919. 

4  cars  numbered  1071  to  1080,  purchased  in  1920. 

That  perhaps  is  an  incorrect  statement  as  he  thinks  those 
cars  are  remodeled  cars  but  built  as  being  new  cars  in  their 
own  shops ;  a  built-over  open  car,  converted  into  a  standard 
closed  car. 

3  cars  numbered  800  to  802,  inclusive,  also  remodeled  in 
1921. 

40  cars  numbered  101  to  140,  inclusive,  purchased  in  1923. 

10  cars  numbered  141  to  150,  purchased  in  1924. 

15  cars  numbered  160  to  174,  purchased  in  1926. 

12  cars  numbered  175  to  186,  purchased  in  1928. 

That  the  cars  purchased  in  1897  and  all  car  equipment  is 
depreciated  in  accordance  with  table  39  shown  at  p-.  106 
and  107  of  the  Commission’s  order  on  the  basis  of  4.39%  per 
annum.  The  price  at  which  these  figures  are  included  in  the 
Commission’s  findings  of  value  he  does  not  think  is  ascer¬ 
tainable  from  the  Commission’s  order.  That  4.39%  prob¬ 
ably  on  a  straight  line  basis  would  be  between  22  and  23 
years.  That  additions  since  the  Commission’s  order  are 
depreciated  on  the  basis  of  actual  cost.  Of  course,  that  the 
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application  of  a  rule  of  depreciation  of  that  kind  to  individ¬ 
ual  units  would  always  bring  one  to  incorrect  conclusions. 
Some  cars  may  live  their  life  of  22  or  23  years.  Others  may 
go  out  at  the  end  of  10  or  15  years.  On  the  otherj  hand,  they 
have  cars  over  30  years  old  and  those  purchased  jin  1897  are 
now  32  years  old.  That  the  open  cars  purchased  in 

311  1899  are  a  very  popular  (11.  1588)  car  and  are  being 
operated  here  with  apparently  great  accpm-odation 

to  the  public  because  they  like  that  type  of  car  in  hot 
weather. 

That  they  have  filed  their  basis  of  depreciation  on  buses 
with  the  Commission  and  it  has  not  been  criticized  by  them. 
That  the  first  buses  they  bought  were  depreciated  on  a  three 
year  basis,  the  next  ones  on  a  four  year  basis,  and  he  thinks 
all  of  their  buses  are  now  being  depreciated  on  a  five  years 
basis — a  five  year  life.  That  they  have  two  busejs  in  opera¬ 
tion  which  were  bought  in  1923  and  out  of  92  bufcjes  in  serv¬ 
ice  on  June  30,  1929,  9  were  purchased  prior  to  January  1, 
1925,  so  that  the  rest  of  them  are  less  than  5  iyears  old. 
They  have  in  service  now  21  buses  which  were  purchased  in 
1925.  The  witness  stated  that  tliev  have  an  unusual  demand 
for  buses  in  the  morning  rush  period  and  many  of  them  are 
used  only  for  making  one  or  two  trips  in  the  morning,  so 
that  the  newer  buses  are  the  ones  that  are  performing  the 
bulk  of  the  service,  but  if  a  bus  is  in  reasonably  gdod  operat¬ 
ing  condition,  even  if  a  little  bit  battered  and  a  little  bit  ex¬ 
pensive  to  maintain,  it  is  probably  more  economical  to  keep 
that  bus  in  service  to  perform  this  small  amomit  of  work 
daily.  That  those  buses  that  make  one  or  two  trips  daily  are 
not  put  out  in  charter  car  service — they  are  small! buses  and 
not  as  good  a  bus  as  can  be  bought  today,  but  they  are  able 
most  any  time  to  furnish  in  chartered  car  service!  anywhere 
from  10  to  15  buses  which  are  not  useful  to  them  after  the 
morning  rush  period.  That  the  Wash.  Ry.  &  j  Elec.  Co. 
charges  the  Washington  Coach  Company  rental!  for  those 
buses,  based  upon  the  amount  of  depreciation,  insurance,  a 
return  of  8%,  plus  10%  overhead. 

312  (R.  1598)  The  Washington  Railway  &  Electric 
Company  then  asked  that  there  be  made  a  part  of 

the  record  in  this  case,  part  of  the  transcript  ijn  Formal 
Case  No.  201,  where  the  People’s  Counsel,  Mr. ! Fleharty, 
stated  the  reason  for  calling  Mr.  Fisher,  pages  p31,  line  6 
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to  page  532,  line  9  inclusive.  This  was  received  and  made 
a  part  of  the  record,  as  follows: 

“Mr.  Fleharty:  Eow,  if  the  Commission  please,  with  re¬ 
spect  to  the  present  hearing,  I  am  in  this  position:  When 
we  adjourned  on  Friday  last,  as  I  understood  it,  the  Wash¬ 
ington  Railway  &  Electric  Company  had  concluded  its  case, 
and  I  had  briefly  cross-examined  Mr.  Ham,  and  so  had  Mr. 
Clavton,  and  there  was  not  anvtliing  further  to  be  done 
except  for  the  People’s  Counsel  to  offer  in  evidence  his 
case.  I  had  expected  to  introduce  that  evidence  by  way  of 
exhibits  prepared  by  Mr.  Murray,  and  such  exhibits  to  be 
testified  to  by  Mr.  Murray.  Last  evening  Mr.  Murray 
phoned  me  that  on  account  of  a  knee  which  had  been  giving 
him  some  trouble  for  several  days,  the  doctor  had  ordered 
him  to  bed,  and  that  lie  would  be  in  bed  for  at  least  a  week. 
The  knee  has  an  accumulation  of  some  fluid  around  the 
joints,  and  there  is  some  danger  of  an  operation.  The  ex¬ 
hibits  prepared  by  Mr.  Murray  are  technical,  of  course,  and 
he  is  the  only  one  that  can  explain  those  exhibits.  I  could 
not  explain  them,  and  I  know  of  no  one  that  could  bring  out 
the  salient  points  in  respect  thereto.  I  very  much  regret 
to  do  so,  but  I  feel  constrained  to  request  the  Commission 
to  postpone  the  hearing  until  Mr.  Murray’s  presence  can 
be  had,  and  I  will  be  willing  to  cooperate  in  any  way  to 
bring  this  about  as  early  as  possible.  It  has  been  sug¬ 
gested  that  perhaps  we  could  go  to  Mr.  Murray’s  house  and 
take  his  deposition.  I  do  not  know  whether  that  is  practi¬ 
cable  or  not.  I  would  have  to  find  out  by  telephone.  But 
that  is  my  situation,  and  I  feel  constrained  to  make  this 
request :  That  until  we  do  know  where  we  stand  as  to  Mr. 
Murray,  that  the  matter  be  postponed. 

Mr.  Dunlop:  Would  it  be  possible,  Mr.  Fleharty,  to  put 
the  exhibits  in  now?  We  probably  would  be  willing  to  ad¬ 
mit  that  Mr.  Murray  made  them.  I  don’s  see  that  there 
would  be  any  question  about  their  correctness. 

Mr.  Fleharty :  Well,  of  course,  that  is  possible.  The  ex¬ 
hibits  are  here  and  thev  can  merelv  be  introduced. 

f  *> 

Mr.  Dunlop:  What  is  the  nature  of  the  exhibits? 

Vice  Chairman  Brand:  They  are  all  in  regard  to  the 
Washington  Railway  &  Electric  Company,  are  they  not? 

Mr.  Fleharty:  They  are  all  in  regard  to  the  Washington 
Railway  &  Electric  Company.” 
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The  witness,  Mr.  Ham,  said  he  would  like  to  supply  the 
answers  to  various  questions  that  had  been  asked  him. 
That  in  re  the  change  in  the  list  of  machine  tiolts,  the 


the  pre- 
To  that 


313  list  (R.  1600)  was  changed  April  1,  1927, 
vious  list  having  been  as  of  August  1,  1912. 
extent  his  testimony  was  not  clear,  and  for  that  reason  he 
would  introduce  a  statement  of  the  prices  of  machine  bolts 
in  1914  and  in  1928.  j 

Size  %  by  22/>,  list  price  1914,  $8.80  per  hundred.  Dis¬ 
count  75%.  Net  price  $2.20  per  hundred. 

1928,  list  price,  $12.25  per  hundred;  discount  60%;  net, 
$4.90  per  hundred. 

That  he  would  give  one  other  size  only,  a  smaller  size. 
%  by  23/i>,  list,  1914,  $2.72  per  hundred;  discount  75%,  net, 
68p  per  hundred.  List,  1928,  $3.60  per  hundred ;  discount 
60% ;  net,  $1.44  per  hundred. 

The  witness  then  gave  information  as  to  the  prices  of 
materials  concerning  which  he  testified  as  to  pricejs  in  1914 
and  1929,  for  the  years  1919  and  1921,  as  follows:! 


1010. 

Wheels,  cast  iron,  per  pound .  3  cents 

Brake  shoes,  net  ton  .  $64.00 

Man-hole  frames  .  .04 

Yokes  .  64.50 

Soft  steel,  per  pound .  .04 

Tool  steel,  per  pound .  .19 

Wheel  rail,  per  gross  ton .  65.20 

Slot  rail  . 


(No  price  for  1919  on  said  item.) 
Conductor  bars,  per  pound . 


I  1021. 

|  2.6p 
$56.50 
!  .03645 

I  60.00 

.03 

!  .18 
!  56.36 
65.00 


. 05 

Joint  plates,  per  gross  ton .  104.40 

Sand,  per  net  ton  . .  .75 

Gravel,  per  net  ton .  1.20 


.0412 

78.40 

.75 

1.20 


Machine  bolts,  40%  discount  from  list  prices  pf  August 
1,  1912;  1921,  60%  discount  from  price  of  August!  1,  1912. 

i 

Glass,  36  by  44,  per  box .  14.63  j  9.98 

Trolley  poles,  each .  10.00  12.00 


(Both  of  those  refer  to  chestnut  poles.) 
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314  (R.  1601)  Trolley  wheels .  1.15  0.91 

Virginia  pine,  per  board  foot . 05  .035 

Georgia  pine,  per  board  foot . 07  .06 

Oak,  per  board  foot . 15  .16 

Track  bolts,  j)er  pound . 0615  .0372 

Track  spikes,  per  pound . 0335  .0225 

Conductor  bar  insulators,  each . 85  1.03 

Cement,  per  barrel .  3.50  3.10 


The  witness  stated  lie  was  also  asked  to  give  the  wages 
in  1919  and  19*21  and  he  would  give  the  wages  of  the  same 
classes  of  labor  as  those  concerning  which  he  testified  for  the 
years  1914  and  1929. 

1010.  1921. 

Way/  department  office,  average  per  month  $139.81  $139.07 

Foremen,  per  day .  $3.80  $4.40 

to  to 

$5.30  $5.90 

Laborers,  per  day .  $2.97  $2.40 

to  to 

$4.20  $3.60 

Pit  men,  switchmen  and  greasers,  per  day  $3.30  $3.50 

to  to 

$4.10  $4.50 


Skilled  laborers,  per  day .  $3.50  $4.40 

to  to 

$5.30  $5.30 

Blacksmiths  in  mechanical  department, 

per  day .  $4.24  $5.52 

to 

$5.44 

Wood  and  mill  mechanics,  per  day .  $3.60  $4.80 

to  to 

$5.44  $5.52 

General  machinists,  per  day .  $3.20  $4.56 

to  to 

$5.44  $5.52 


The  witness  stated  the  number  of  hours  compared  in 
both  the  way  department  and  the  mechanical  department 
were  9  hours  per  day  in  1919  and  8  hours  per  day  in  1921. 

The  witness  stated  he  was  asked  when  the  service 
315  (R.  1603)  was  abandoned  on  the  Portland  Street 

line  and  that  the  date  of  abandonment  was  Decern- 
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ber  16,  1926,  in  accordance  with  Order  No.  654  of  the  Pub¬ 
lic  Utilities  Commission  and  those  tracks  are  still  jin  place. 

The  witness  then  stated  in  reply  to  information  rioncern- 
ing  an  item  of  $107,481.31  appearing  on  Exhibit  !  No.  122, 
1st  sheet,  and  how  those  items  were  handled  on  the  books 
of  the  company,  as  follows:  these  are  boilers  and  engines 
originally  installed  in  the  41/!>  street  power  hou^e  of  the 
Metropolitan  Railroad  Company  and  the  power  station  of 
the  Columbia  Railway  Company.  There  was  no  deprecia¬ 
tion  .specifically  written  up  against  said  items  and  the  way 
the  matters  were  handled  is  shown  in  the  following  two 
general  entries. 

Journal  No.  9,  folio  573,  December,  1916,  charge,  sale 
of  second  hand  equipment,  $6,200. 

Charge,  depreciation  reserve,  $60,800.  I 

Credit,  road  and  equipment  account  No.  542,  $67,000. 

Credit  latter  account  with  the  estimated  original  cost 
of  three  Providence  Green  engine  direct  connected  to  G. 
E.  300  kilowatt  generators  with  condensers  arid  piping 
between  engines  and  condensers,  also  fittings  arid  valves 


installed  at  the  4Y>  Street  power  station  of  tlie  Metro¬ 
politan  Railway  Company,  sold  per  sales  slips,  Kos.  5657 
and  5658,  for  $5200.  j 

The  difference  between  estimated  original  icost  and 
proceeds  of  sale  charged  to  depreciation  reserve.! 

Another  entry,  Journal  No.  10,  page  341,  December, 
1917.  Charge,  suspense,  $3700.  j 

Charge,  accrued  depreciation  of  road  and  equipment, 
$36,781.31. 

Credit  road  and  equipment,  $40,481.31. 

Sale  to  McGovern  &  Company,  per  sales  slip  No.  5667, 
of  4  boilers  and  appurtenances  from  the  Columbia  power 
house  and  5  boilers  and  appurtenances  from  the 


316  4 M>  street  power  (R.  1604)  station  for  $6700. 

Original  cost  of  these  boilers,  as  nearly  as  may 


now  be  ascertained,  is  as  follows :  j 

4  boilers,  Columbia  power  station . ;$15, 903.99 

5  boilers,  41/*  Street  power  station . j  24,577.32 

Total  .  $40,481.31 


Difference  between  estimated  original  cost  and  proceeds 
of  sale  charged  to  depreciation  reserve. 


i 
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The  witness  stated  lie  was  asked  to  state  the  amount  of 
depreciation  included  in  operating  expenses,  rental,  taxes 
and  depreciation  as  shown  on  Exhibit  No.  123,  sheet  2,  and 
that  the  amount  included  is  as  follows: 


In  1922  . * .  $488,210.34 

In  1923  . .  .: .  519,014.01 

In  1924  .  537,341.80 

In  1925  .  561,922.83 

In  1926  . 603,900.59 

In  1927  .  615,749.98 

In  1928  .  637,141.25 

For  the  12  months  ending  April  30,  1929 .  646,400.81 


The  witness  stated  he  was  asked  to  give  the  amount  of 
Federal  income  taxes  included  in  the  item  of  operating  ex¬ 
penses,  rentals,  taxes  adjusted  and  depreciation,  as  shown 
on  Exhibit  123,  sheet  2,  which  is  as  follows: 


1922  .  $37,224.93 

1923  . 1 .  32,788.82 

1924  . : .  44,618.95 

1925  . 40,351,99 

1926  .  47,635.38 

1927  . i .  61,906.37 

1928  . i .  58,221.10 


For  the  12  months  ending  April  30,  1929 .  49,682.14 

That  those  figures  are  inclusive  of  the  adjustment 
317  (R.  1606)  due  to  the  settlement  of  the  W.  B.  &  A. 

case  and  the  4%  gross  earnings  tax  paid  to  the  Dis¬ 
trict  of  Columbia. 

The  witness  stated  in  reply  to  question  as  to  whether  or 
not  there  was  a  written  contract  between  the  Washington 
Railway  &  Electric  Company  and  the  Washington  Coach. 
Company  that  he  finds  there  was  an  exchange  of  letters, 
but  that  the  period  has  expired,  so  there  is  no  written 
contract  affecting  the  relationship  between  said  two  com¬ 
panies  at  the  present  time. 

In  reply  to  questions  by  Commissioner  Hartman  the 
witness  said  that  the  Portland  Street  track  is  included  in 
the  $19,210,899.39  shown  in  Exhibit  No.  122,  for  1928,  and 
is  included  in  road  and  equipment  at  a  figure  of  $77,723.69, 
and  no  overheads  are  included. 
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Commissioner  Hartman  asked  the  witness  to  explain  why 
amounts  charged  entirely  to  expense  accounts  and  not 
deemed  applicable  to  capital  accounts  should  lie  trans¬ 
ferred  from  expense  to  balance  sheet  account  f accrued 
depreciation  ”,  to  which  the  witness  replied,  as  explained 
they  charged  the  cost  of  all  work  of  this  class  first  to  oper¬ 
ating  expenses,  and  it  seems  to  him  as  a  matter  pf  expla¬ 
nation  perhaps  it  is  more  simple  to  have  assumed  that  it 
was  charged  direct  to  suspense  account,  because  in  the 
final  analysis  the  same  result  is  accomplished,  j  That  he 
had  occasion  to  be  asked  a  somewhat  similar  question  by 
Dr.  Maltbie  in  the  course  of  his  studies  made  on  behalf  of 
the  Senate  Committee  and  he  sent  him  a  letter  dated  Au¬ 
gust  3,  1928,  explaining  their  procedure  over  a  period  of 
years,  a  copy  of  which  letter  was  also  sent  to  said!  Commis¬ 
sion  in  order  that  they  might  have  the  same  information 
he  furnished  Dr.  Maltbie.  That  the  theory  they  have  fol- 
lowed,  is  that  charges  for  depreciation  are  created  or  made 
in  accordance  with  the  order  of  the  Public  Utilities  Com¬ 
mission  and  that  charge  consists  of  a  debit  to  loperating 
expenses  and  a  credit  to  accrued  depreciation. 

318  (R.  1609)  That  when  a  job  of  this  character  is  per¬ 

formed,  after  it  has  been  completed  the  amount  that 
is  thought  to  be  properly  chargeable  to  betterments  is 
charged  to  capital  account  and  the  balance  of  the  account 
is  charged  either  to  operating  expenses  or  to  accrued  de¬ 
preciation,  so  it  would  seem  that  the  answer  to  Commis¬ 
sioner  Hartman’s  question  is  that  that  is  the  pfoper  and 
only  place  to  charge  whatever  portion  was  properly  a  de¬ 
preciation  item.  That  if  they  want  to  go  into  why  they 
take  out  a  certain  amount  to  go  to  depreciation  and  a  cer¬ 
tain  amount  to  operating  expenses,  that  would  t^ke  a  long 
explanation  which  he  has  already  given. 

Commissioner  Hartman  said  what  he  wanted  to  bring* 
out  is  as  to  both  the  accounting  theory  and  accounting  au¬ 
thority  for  a  charge  to  balance  sheet  account  Nio.  443,  ac¬ 
crued  depreciation,  when  there  is  no  reduction  of  any  capi¬ 
tal  account,  and  when  no  capital  is  written  out,  how  can 
there  be  a  charge  to  depreciation,  to  which  the  ivitness  re¬ 
plied  that  he  thought  the  answer  was  clear,  the  property 
has  been  replaced  and  if  he  would  turn  to  paragraph  16 
of  the  Act  he  would  find  that  that  is  the  very  object  of  the 


272  PUBLIC  UTILITIES  COMMIT.,  D.  C.,  ET  AL.  VS. 

depreciation  account,  that  the  funds  or  the  amounts  which 
have  been  accumulated  through  depreciation  are  to  be  used 
in  the  replacement  of  the  property.  The  Commissioner 
then  asked  why,  upon  that  theory  is  not  the  proper  accounts 
ing  to  make  their  complete  retirement  through  capital,  if 
there  has  been  a  complete  replacement,  to  which  the  wit¬ 
ness  replied  that  is  a  question  of  theory,  it  is  the  way  they 
have  done  it,  it  can  be  done  either  way.  Commissioner 
Hartman  asked  the  witness  concerning  the  report  of  Her¬ 
bert  D.  Brown,  Chief  of  Bureau  of  Efficiencv  re  examina- 
tion  of  accounts  of  the  Wash.  Ry.  &  Elec.  Co.,  and  which 
he  read  from  to  which  the  witness  replied  that  he  had  taken 
no  cognizance  of  the  Brown  report  one  way  or  the  other; 
that  he  did  not  think  the  people  who  investigated  their 
accounts  on  behalf  of  the  (R.  1612)  Interstate  Corn- 
319  merce  Commission  took  cognizance  of  the  public 
utilities  law,  nor  does  he  think  they  are  in  sympathy 
with  the  principle  that  depreciation  should  be  computed 
upon  present  value  rather  than  upon  original  cost  and  he 
does  not  think  they  took  into  consideration  the  fact  that 
depreciation  was  ordered  by  said  Commission  upon  the 
basis  of  prices  as  of  1914.  That  he  believes  that  either  ac¬ 
cording  to  the  Public  Utilities  Act,  or  according  to  the 
constitutional  law  of  the  land,  that  the  principle  or  methods 
followed  by  the  Interstate  Commerce  Commission  account¬ 
ants  are  in  error.  In  answer  to  a  question  as  to  whether 
the  accrual  of  depreciation  as  an  operating  expense  upon 
the  basis  of  reproduction  cost  rather  than  original  cost  re¬ 
sults  in  an  increased  amount  collected  from  the  public  be¬ 
fore  return  can  be  computed,  the  witness  replied  not  as 
they  have  attempted  to  do  it.  That  the  purpose  of  their 
system  of  accounting  is  to  only  charge  against  operating 
expenses  the  amount  which,  upon  the  assumption  that  their 
life  tables  are  correct,  would  have  provided  for  these  vari¬ 
ous  classes  of  property  through  their  depreciation  re¬ 
serve.  In  other  words,  they  charge  to  depreciation  reserve 
that  portion  which  theoretically  has  been  created  through 
these  charges  to  operating  expenses  on  account  of  depre¬ 
ciation  and  that  part  which  has  not  been  provided  for  in 
that  way  is  charged  to  operating  expenses,  and  with  them 
it  amounts  to  a  very  considerable  sum.  That  if  it  were 
true  that  the  figures,  of  the  Interstate  Commerce  Commis- 
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sion  accountants  were  correct,  it  apparently  amounted  in 
that  period  to  something  like  $200,000  a  year.  That  if  you 
created  your  depreciation  reserve  sufficient  to!  maintain 
your  property,  then  they  would  not  have  to  make  these 
charges  to  operating  expenses,  because  it  would  already 
have  gone  into  operating  expenses  as  a  depreciation  item 
and  the  amount  accrued  for  depreciation  will  b<p  sufficient 
to  pay  the  cost  of  the  renewals  of  the  property!  So  they 
have  attempted  to  put  in  (R.  1614)  the  principles 
320  and  svstem  of  accounting  which  thev  believe  is  in 
spirit  in  accordance  with  paragraph  16  qf  the  law. 
Commissioner  Hartman  asked  the  witness  to  explain  why 
the  theory  of  accruing  depreciation  upon  the  basis  of  re¬ 
production  cost  rather  than  original  cost  is  not!  inconsist¬ 
ent  with  the  theory  of  accounting  for  replacements  by 
charging  to  capital  the  increased  cost  resulting  from 
change  in  kind  of  replacement,  to  which  the  witness  replied 
that  when  there  is  a  betterment  that  is  supposed  to  be  a 
proper  charge  to  capital — and  personally  he  didj  not  agree 
in  principle  that  that  betterment  should  consist  of  any¬ 
thing  more  than  the  amount  of  the  betterment!  measured 
in  value  at  that  time.  That  Dr.  Maltbie  pointed  but  that  in 
their  method  of  accounting  they  were  capitalizing  a  por¬ 
tion  of  the  costs  which  were  represented  by  change  in  price 
level,  which  is  true,  but  as  he  reads  paragraph  16,  they 
should  not  be  capitalizing  the  betterments  so  far  as  they 
are  only  due  or  so  far  as  they  reflect  the  increased  cost. 
By  way  of  example,  if  they  had  installed  in  a  track  70 
pound  rail  and  that  is  replaced  by  100  pound  fail,  he  be¬ 
lieves  that  the  only  part  there  should  properly  be  charged 
to  capital  account  is  three-tenths  of  the  cost  of  the  new 
rail,  that  is,  the  30  additional  pounds  per  yard  eft  the  pres¬ 
ent  price.  That  such  a  theory  is  in  conflict  with!  the  Inter¬ 
state  Commerce  Commission  classification  as  i  to  better¬ 
ments,  and  they  have  followed  the  Interstate  I  Commerce 
Commission  classification.  That  he  thinks  thajt  explana¬ 
tion  should  clear  up  any  inconsistency. 

In  answer  to  a  question  by  Commission-  Hartman  the 
witness  said  they  began  the  depreciation  accruals  on  way 
and  structures  in  a  systematic  way  on  November  1,  1919, 
that  is,  in  accordance  with  the  order  of  the  Commission  and 
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prior  to  that,  for  many  years,  the  Company  had  written  up 
depreciation  on  its  equipment,  sometimes  from  surplus, 
sometimes  arbitrary  amounts,  and  it  had  to  be  a  rather 
crude  way  of  writing  up  (R.  1615)  some  depreciation 

321  on  way  and  structures.  That  subsequent  to  Novem¬ 
ber,  1919  they  have  been  accruing  depreciation  by 

classes  of  property  only — except  as  to  buses,  that  can  be 
identified  by  units.  As  to  how  they  get  their  life  as  a  fac¬ 
tor  into  the  depreciation  the  witness  said  they  did  not  get 
it,  the  Commission  put  it  there  and  were  the  ones  who 
made  the  order  and  they  followed  it.  The  witness  said  that 
he  did  not  know  whether  he  could  answer  the  question  as 
to  whether  under  the  order  the  class  of  property  is  the 
unit  and  that  there  is  an  average  life  for  the  class  used. 
He  said  the  tables  were  prepared  by  Mr.  Pillsburv,  the 
engineer  of  the  Commission,  and  he  would  have  to  read 
through  the  report  to  know  just  the  method  he  used,  but 
he  takes  it  that  it  does  not  apply  to  individual  units,  but 
it  is  supposed  to  be  the  average  of  a  certain  class  of  prop¬ 
erty  included  within  each  general  account. 

Commission-  Hartman  asked  the  witness  to  explain  the 
effect  of  the  Commission’s  order  as  they  are  applying  it 
with  respect  to  depreciation  accrued  in  the  property  prior 
to  1919  but  not  accrued  on  the  books  of  the  Company.  The 
witness  replied  as  follows:  that  the  amounts  that  have  been 
written  up  as  depreciation  are  in  accordance  with  the  order 
of  the  Commission.  As  to  accounting  for  that  afterwards, 
it  is  not  upon  the  basis  of  new  property — such  a  system 
would  be  most  harsh  and  practically  unworkable,  as  he 
formerly  attempted  to  bring  out  in  his  testimony.  That  in 
1919  they  probably  had  rails  that  required  replacement  the 
following  year.  The  amount  that  would  have  been  accrued 
in  one  year  on  rails,  rail  fastenings  and  joints  would  have 
been  3.57%  of  their  reproduction  value  in  1914.  If  the 
amount  that  had  not  been  accrued  in  depreciation  was  to 
be  charged  to  operating  expenses  it  would  have  required 
the  company  to  charge  to  operating  expense  96.43%  of 
the  cost  of  the  replacement.  In  the  meantime,  the  com¬ 
pany  is  charging  against  operating  expenses  (R. 

322  1618)  what  is  considered  to  be  the  proper  depreci¬ 
ation  charge  for  the  property,  so  if  there  is  put  into 

expense  account  the  cost  of  the  replacement  which  had  not 


I 
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been  provided  for  in  the  amount  accrued  through  depreci¬ 
ation,  then  there  would  be  a  charge  against  th<3  cost  of  the 
service  which  would  be  a  duplication.  It  would  be  a  very 
harsh  treatment  and  probably  condemned  by  a  regulatory 
body  if  the  company  came  in  with  a  statement  of  expenses 
where  they  had  stated  their  expenses  in  that  way.  On  a  re¬ 
tirement  of  property  installed  prior  to  November,  1919  the 
cost  of  that  property  is  not  handled  by  a  uiiit,  it  is  all 
charged  against  accumulated  depreciation  Reserve,  as 
stated  on  the  books. 

Commissioner  Hartman  then  asked  if  the  i  4%  Street 
Power  (car)  house  is  still  in  use,  and  the  witness  replied 
that  it  is  not  used  for  railroad  purposes  at  |the  present 
time  and  he  thought  it  was  rented.  As  to  whether  it  was 
in  their  value  figure  of  $19,210,899.39  as  of  1928,  shown 
on  Exhibit  No.  122,  the  witness  said  they  again  came  to  the 
difficulty  of  not  knowing  what  the  Commissi  op  had  in  its 
original  value  and  for  any  help  it  would  be  to  the  Com¬ 
mission  to  interest  its  own  findings,  he  calls  attention  to  a 
paragraph  on  page  95  of  Order  No.  339,  reading: 

“ 4 %  Street  Power  Plant  building:  This  ijs  a  former 
power  plant  building  of  the  Washington  Railway  &  Elec¬ 
tric,  permanently  abandoned  as  such  but  in  Mr. I  Pillsbury’s 
opinion,  aside  from  chimney,  used  and  useful  for  other  rail¬ 
way  purposes  to  such  an  extent  that  he  included  in  cost  of 
reproduction  66%%  of  the  total  estimated  cost  of  repro¬ 
duction  of  this  building,  exclusive  of  chimney.  V 

The  witness  said  the  rentals  received  from!  said  prop¬ 
erty  are  credited  to  operating  revenues  and  are  a  part  of 
the  revenues  shown  on  Exhibit  No.  123.  The  fitness  said 
he  did  not  think  there  is  any  other  property  of  that  charac¬ 
ter,  but  they  would  include  as  operating  income  operating 
revenues  or  rents  which  are  received  from  property  which 
was  excluded  from  their  valuation. 

The  witness  said  beside-  the  abandonment  of  the 
323  (R.  1620)  Portland  Street  Line,  there!  is  another 

abandonment  of  line  for  about  one-half  block,  being 
the  stub  end  of  the  Wisconsin  Avenue  Line,  Iwhich  runs 
down  hill,  and  there  is  a  temporary  and  possibly  a  per¬ 
manent  abandonment  of  tracks  leading  into  and  within  the 
11th  Street  car  house,  which  is  no  longer  used  as  an  active 
car  house. 
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The  witness  further  slated  that  two  pieces  of  property 
which  are  excluded  from  the  valuation  figures  by  the  Com¬ 
mission  had  a  rental  in  1928  of  $2,799.96  ($2,749.96),  which 
rental  items  were  included  as  an  operating  revenue  and 
appear  on  Exhibit  No.  123. 

The  witness  said  they  have  a  piece  of  track  at  9th  Street 
and  Florida  Avenue  which  is  the  only  way  to  get  cars  into 
and  out  of  the  paint  shop,  which  is  a  part  of  the  lltli  Street 
car  house,  above  mentioned.  That  they  have  a  track  on 
Fourth  Street,  X.  E.,  which  is  not  used  for  passenger  serv¬ 
ice  but  is  the  onlv  wav  by  which  cars  can  be  brought  out 

V  V  *  V.-7 

of  the  Eckington  Car  Barn  for  service  on  the  North  Capital 
Line.  That  there  mav  be  some  switches  or  curves  that  are 
not  used  regularly,  but  are  used  for  emergency.  The  stub 
end  which  leads  into  the  Capitol  is  not  used  for  active  pas¬ 
senger  service.  It  is  very  essential  in  case  of  emergency  in 
turning  cars  back  at  that  point. 

The  witness  was  asked  concerning  the  lltli  and  Florida 
Avenue  building  and  said  it  was  put  up  as  a  horse  car  barn 
and  has  been  used  up  to  recently  as  an  electric  car  house. 
It  is  really  used  in  part  as  a  paint  shop,  that  portion  on 
the  easterly  part  of  the  lot  and  the  rest  of  it  is  used  as  a 
bus  garage.  That  he  does  not  think  there  is  any  use  made 
of  the  second  story. 

In  answer  to  a  question  the  witness  said  they  had  119 
longitudinal  seat  cars,  and  the  total  number  of  cars  owned 


was  460. 

324  (R.  1626)  The!  witness  said  with  the  exception  of 

the  wheel  rail,  it  would  be  a  fair  statement  to  say 
that  as  to  any  particular  stretch  of  track  which  might  be 
assumed  as  a  valuation  section,  he  would  not  be  able  to 
state  either  the  composite  age  or  an  average  age  for  each 
unit  in  the  track  construction.  That  as  to  wheel  rail  they 
know  fairly  accurately  the  date  of  each  installation,  and 
when  the  rail  is  rela yed  there  is  enough  other  work  done 
to  put  that  present  track  in  practically  one  hundred  per 
cent,  condition,  that  is,  physical  condition,  and  is  practically 
as  good  as  it  ever  was,  no  better,  but  as  good.  That  there 
may  be  a  broken  yoke,  just  the  same,  though  it  may  have 
been  down  for  only  six  years,  as  fifty  years — the  six-year 
yoke  is  as  likely  to  break  as  the  one  that  is  older  and  it 
is  not  due  to  age.  That  the  usual  difficulty  from  under¬ 
ground  construction  is  not  from  actual  deterioration  of 
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metal,  but  it  is  due  to  some  other  condition.  The  settle¬ 
ment  may  come  early  or  it  mav  come  later,  liut  most  of 
the  deterioration  comes  from  the  condition  of  the  rail  it¬ 
self.  The  witness  referred  to  the  track  of  the  Capital 
Traction  Company  on  Pennsylvania  Avenue  and  said  after 
they  put  that  new  rail  in,  it  is  in  practically  one  hundred 
per  cent  condition,  in  his  judgment.  The  witness  was  asked 
as  to  certain  track  conditions  in  different  lines  and  said  on 
the  Mt.  Pleasant  Line  from  Florida  Avenue  j  to  Monroe 
Street  it  is  good,  practically  new,  and  was  done  mostly  in 
separate  jobs,  and  if  his  recollection  is  correct,  up  to  18th 
and  Columbia  Road  was  one  job  and  beyond  that  was  an¬ 
other.  That  Dupont  Circle  to  18th  Street  and  Columbia 
Road  was  rebuilt  in  1920  and  Columbia  Road  to  Mt. 
Pleasant,  that  is,  to  the  end  of  the  line,  was  rebuilt  in 
1926.  (Corrected  at  p.  1638  of  record  to  read:  Columbia 
Road  to  Harvard  St.  was  rebuilt  in  1926.  From  Harvard 
Street  to  end  of  line  not  replaced  since  originally  installed.) 
Both  of  those  pieces  of  track  are  there  and  jin  very  ex¬ 
cellent  condition.  Thev  did  have  a  lot  of  trouble  on  Con- 
necticut  Avenue  with  the  breaking  of  joints,  but  with  that 
exception,  it  is  in  good  condition.  (R.  1629)  That  the 
325  Brookland  Line  from  North  Capitol  to  jl 2th  Street, 
N.  E.  was  marked  for  reconstruction  whenever  the 
District  of  Columbia  gets  the  appropriation  for  repaving 
and  widening  the  street,  and  he  would  sav  about  the  same 
for  4th  Street,  X.  E.  from  Michigan  Avenue  to  Franklin, 
though  as  to  the  latter,  it  was  in  perfectly  good  condition 
for  the  use  to  which  the  tracks  are  put.  However,  if  the 
street  is  developed  and  paved,  no  doubt,  they  would  be  re¬ 
quired  to  pave  their  portion  of  the  space,  and  under  those 
conditions  they  would  renew  the  rail,  but,  as  jsaid  before, 
that  track  is  not  used  for  passenger  service^  being  only 
used  for  getting  cars  out  of  the  car  house  oh  to  the  line 
and  he  thinks  it  is  in  good  enough  condition  fior  that  pur¬ 
pose.  That  the  Maryland  line  from  15th  and  G  streets, 
N.  W.  to  14th  Street  was  not  in  verv  good  condition. 

Commissioner  Hartman  then  asked  the  witness  about 
the  Hvattsville  Bus  Line  purchase  and  he  replied  that 
it  was  bought  in  1928  for  $5,500.  That  prior  to  the  pur¬ 
chase  they  had  the  right  to  operate  over  a  portion  of  the 
route  that  May  operated  over  and  had  been  given  a  right 
by  the  Commission  to  operate  over  Bunker  IJill  Road  as 
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far  east  as  Queen's  Chapel  Road  and  also  had  a  right  to 
operate  as  far  west  on  Michigan  Avenue  as  4th  Street,  or 
7th  Street,  N.  E.  That  May’s  right  to  operate  was  from 
the  District  Line  along  Bunker  Hill  Road,  along  Michigan 
Avenue,  down  First  Street  and  he  thinks  Rhode  Island 
Avenue,  and  thence  down  to  10th  Street.  They  did  not 
have  a  right  to  operate  east  of  Queen’s  Chapel  Road,  nor 
did  thev  have  anv  right  on  10th  Street.  As  to  whether  the 
Commission  had  received  any  application  from  his  Com¬ 
pany  for  such  right  prior  to  the  purchase  of  that  line,  he 
could  not  say  exactly  without  reference  to  papers  as  to 
dates,  but  the  Commission  knew  all  about  it  informally. 

Commissioner  Hartman  asked  the  witness  con- 
326  cerning  (R.  1632)  Exhibit  No.  122,  for  1928,  $164,- 
301.51  for  material  and  supplies  and  how  much  of 
that  is  made  up  of  salvage  or  scrap  material  and  how 
much  of  it  represents  material  which  when  placed  in  track 
or  in  service  will  result  in  an  increase  in  the  capital  ac¬ 
count.  The  witness  said  the  inventory  of  December  31, 
1928  has  scrap  in  there  to  the  extent  of  $334.28.  That  all 
these  materials  and  supplies  are  not  separately  tagged  that 
they  are  to  be  used  for  any  particular  purpose  and  prob- 
ablv  there  would  be  only  a  small  number  of  items  concern- 
ing  which  there  would  be  any  likelihood  of  their  being 
used  for  construction  anvwav. 

In  reply  to  a  question  the  witness  said  that  taking  into 
consideration  the  date  on  which  wages  are  paid,  it  is  true 
that  the  receipts  from  operation  still  come  into  the  Com¬ 
pany  prior  to  the  due  date  of  bills  payable. 

Commissioner  Hartman  asked  the  witness  re  exhibit  No. 
122  and  as  to  the  amount  which  represents  special  assess¬ 
ments  in  the  1928  item.  The  witness  replied  that  from 
the  figures  they  were  going  to  place  at  the  Commission’s 
disposal  with  reference  to  the  itemization  of  capital  ex¬ 
penditures  from  July  1,  1919  to  December  31,  1928,  it  will 
be  possible  to  ascertain  whatever  expenditures  were  made 
for  special  assessments  in  that  period,  but  as  to  the  amount 
that  was  included  in  the  Commission’s  figure  of  Julv  1, 
1919,  he  could  not  answer.  That,  of  course,  there  is  no 
question  of  the  propriety  of  charging  those  to  capital  ac¬ 
count.  That  he  would  be  glad  to  go  on  record  as  to  that 
and  to  call  their  attention  to  the  provisions  of  their  own 
classification  to  that  effect. 
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In  answer  to  a  question  the  witness  said  as  to  Exhibit 
No.  122,  sheet  2,  in  the  year  1928,  that  the  estimated  origi¬ 
nal  cost  of  66,416.4  square  feet  of  land  knowh  as  Parcel 
1S3/41  at  43rd  Place  and  Sheriff  Road,  N.  E.  yras  sold  to 
J.  J.  Drury,  $5,977.48.  That  said  land  was  purchased  some 
time  prior  to  1900. 

327  (R.  1635)  Commissioner  Hartman  asked  the  wit¬ 
ness  if  the  effect  of  making  their  retirement  at  the 

original  cost  instead  of  the  1919  value  would! be  to  leave 
their  value  for  1928  either  too  high  or  too  low,  depending 
on  whether  or  not  the  original  cost  was  higher  or  lower  than 
the  1919  value,  to  which  the  witness  repl-ed,  yes,  if  there 
is  a  difference  between  original  cost  and  the  figure  at  which 
it  is  valued  by  the  Commission,  concerning  which  they  are 
in  ignorance,  if  there  was  a  difference  one  way  pr  the  other, 
he  would  say,  then,  to  that  extent,  there  is  thje  difference 
between  the  original  cost  and  the  amount  at  which  it  is  in¬ 
cluded  in  the  valuation,  which  is  still  included!  in  the  $19,- 
000,000.  total.  As  to  whether  there  are  otlipr  situations 
of  the  same  character  on  sheet  2  of  Exhibit  No.  122,  that 
of  course,  they  do  not  know  at  what  price  that  rail  is  in¬ 
cluded  in  the  valuation,  and  the  Commission  j  could  draw 
their  own  conclusions  from  their  own  order,  but  he  would 
look  those  items  up.  That  in  connection  with;  retirements 
of  other  than  land,  these  retirements  are;  made  and 
recorded  on  their  books  in  accordance  with  the  directions  of 
the  Commission  and  additions  are  recorded  in  the  same  wav 
on  their  books.  That  if  there  is  a  difference  'between  the 
original  cost,  estimated  if  not  known,  and  the  amount  that 
is  included  in  the  original  valuation,  he  does  not  think  it 
would  materially  affect  anything  except  the  sale  of  real 
estate.  In  answer  to  the  question  concerning  biow  close  the 
retirements  made  on  Exhibit  No.  122  correspond  to  the  value 
of  the  property  as  reflected  in  the  Commission’s! order  where 
the  property  was  in  place  at  the  time  of  the  valuation,  the 
witness  said  that  generally  speaking,  the  prices  of  1914  are 
fairly  comparable  with  a  period  long  preceding  that  date — 
not  exactly,  but  fairly  comparable.  That  as  to  'land,  follow¬ 
ing  the  rule  of  the  Commission  as  to  accounting^  it  may  vary 
very  considerably  from  the  value  which  was  given  it 

328  in  1914,  (R.  1637)  because  some  of  this  property 
may  have  been  purchased  many  years  ;ago  and  the 

original  cost  was  only  a  small  part  of  the  value  in  1914. 


i 


That  as  to  the  rest  of  the  items  shown  on  said  statement, 
he  thinks  they  would  be  fairly  represented  in  cost  by  the 
reproduction  figures  in  1914. 

Replying  to  a  question  concerning  allocation  of  costs  of 
ways  and  structures  the  witness  said  they  keep  a  job  sheet 
for  each  job  or  for  each  class  of  work,  and  to  amplify  that 
they  might  have  a  job  number  which  represents  a  replace¬ 


ment  of  ties  on  a  certain  line. 


The  witness  was  asked  in 


connection  with  joint  expenses,  ways  and  structures,  all 
lines,  why  did  they  use  passenger  revenue  as  a  basis  for 
allocation  of  expense  instead  of  using  a  cost  or  expense 
measure,  to  which  he  replied  that  he  did  not  know  that 
there  is  any  particular  object  in  using  passenger  revenue. 
It  is  the  way  it  has  been  done  and  as  to  some  expenses 
probably  passenger  revenue  would  be  a  very  reasonable 
basis.  As  to  the  distribution  of  way  expenses,  he  does  not 
see  that  it  is  particularly  applicable.  In  connection  with 
the  Tennallytown  car  house  expense,  car  miles  where  used 
as  a  criterion  for  allocation,  and  the  witness  was  asked 
why  a  car  mile  is  an  apt  unit  to  use  for  car  barn  expense 
to  which  he  replied  that  he  should  consider  that  about  the 
best  unit  of  measurement  for  that  class  of  expenditure. 
That  “Car  house  expenses”  might  be  confused  with  op¬ 
erating  account  Xo.  1,  car  house  expenses.  That  in  said 
statement  of  allocation,  they  used  it  to  cover  all  the  ex¬ 
penses  at  the  Tennallytown  car  house,  including  such 
minor  maintenance  on  cars  as  is  done  at  the  car  house. 


That  operating  Account  71  should  include  the  cost  of  fuel, 
heat,  light,  water,  ice  and  other  power  house  supplies  and 
expenses.  That  the  term  as  used  in  said  statement  covers 
all  of  the  expenses  in  connection  with  the  operation  of  that 
particular  car  house  and  would  include  minor  maintenance, 
cleaning  of  cars,  car  house  employes,  minor  repairs 
329  and  would  (R.  1650)  undoubtedly  include  the  clerk 
at  the  barn.  That  there  is  no  allocation  to  Marv- 
land  of  depreciation  on  that  car  house  but  that  the  Rock¬ 
ville  Company  pays  a  rental  to  the  Washington  Railway 
&  Electric  Company  for  their  portion  of  use  of  said  car 
house,  and  that  rental  is  included  in  the  operating  revenues, 
as  shown  in  Exhibit  No.  123.  That  all  of  the  depreciation 
on  the  Tennallytown  car  house  is  charged  as  an  operating 
expense  to  District  operations  and  there  is  a  rental  made 
to  the  Washington-Rockville  Railway  Company  covering 
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their  use  of  the  car  house.  The  witness  was  asked  if  the 
amount  were  large  enough  would  a  part  of  jthe  deprecia¬ 
tion  on  the  general  office  building  be  allocable! to  Maryland, 
to  which  he  replied,  it  may  be  but  a  small  portion  of  the 
rental  paid  by  the  Wash.  Rv.  &  Elec.  Co.  toj  the  Potomac 
Electric  Power  Company  for  the  use  of  the  office  building 
would  be  chargeable  to  Maryland  operations.  That  the 
expense  to  the  Wash.  Ry.  &  Elec.  Co.  of  renting  for  office 
purposes  a  portion  of  the  building  of  the  PotOmac  Electric 
Power  Company  is  one  of  the  general  expenses  of  the 
Wash.  Rv.  &  Elec.  Co.  and  under  the  classification  of  gen- 
oral  and  miscellaneous  appearing  on  the  3rd  isheet  of  said 
exhibit  is  apportioned  between  the  Washingjton-Rockville 
and  Washington  Railway  &  Electric  Company  on  a  car 
mileage  basis. 

The  witness  was  asked  if  they  had  any  general  principle 
upon  which  they  compute  depreciation  in  !  determining 
rentals,  having  in  mind  both  the  Rockville  Company  and 
the  Washington  Coach,  to  which  he  replied  in  the  rental  of 
the  building  he  does  not  think  any  special  Consideration 
is  given  to  depreciation.  Rental  is  made  just  like  any  other 
rental.  That  the  ordinary  way  of  renting  property  is  to 
arrive  at  a  total  rental  and  vou  mav  take  into  considera- 
tion  various  elements  in  arriving  at  the  prcjper  amount, 
but  it  certainly  is  not  properly  stated  when  you 
330  come  to  an  agreement  as  to  (R.  1653 )|  renting  the 
property.  That  as  to  the  Washington  jCoach  Com¬ 
pany  the  same  depreciation  that  is  charged  as  a  part  of 
the  expenses  of  the  operation  of  buses  withinj  the  District 
of  Columbia  by  the  Washington  Railway,  isj  charged  to 
the  Washington  Coach  Company.  In  reply  to  a  question 
as  to  the  basis  upon  which  coaches  are  rented  to  the  Wash¬ 
ington  Coach  Company,  the  witness  stated  tljiat  rental  is 
based  upon  depreciation,  insurance,  a  charge  o|f  8%  return 
on  the  investment,  plus  an  overhead  of  10%,  which  is  just 
for  the  use  of  the  equipment  and  all  of  the  operating  ex¬ 
penses  are  paid  by  the  Washington  Coach  Company. 

The  witness  was  asked  if  there  has  been  aiiy  allocation 
of  rolling  stock  value  as  between  the  District  and  Mary¬ 
land,  to  which  he  replied  the  Commission  valued  all  of  the 
rolling  stock  of  the  Company  in  the  figure  of  $16,106,368.14 
and  when  the  plan  of  allocation  between  the  District  of 
Columbia  and  Maryland  was  first  adopted,  the  then  Chair- 
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man  of  the  Commission,  Colonel  Kutz,  insisted  that  they 
include  in  the  revenues  of  the  District  the  rentals  paid  for 
the  use  of  equipment  outside  of  the  District,  and  such 
rentals  are  included  in  the  statement  of  operating  revenues 
on  Exhibit  Xo.  123.  In  reply  to  a  question  the  witness  said 
all  of  the  expenses  for  buses  are  upon  a  mileage  basis,  with 
the  exception  of  superintendence,  which  is  apportioned 
upon  the  basis  of  bus  passengers  carried  within  and  with¬ 
out  the  District;  that  the  reason  superintendence  was  ap¬ 
portioned  on  basis  of  passengers  was  that  it  seemed  more 
involved  in  the  volume  of  traffic  than  in  the  actual  number 
of  miles  operated  and  it  is  a  relatively  small  item. 

The  witness  was  asked  if  their  treatment  of  the  alloca¬ 
tion  of  power  might  have  the  effect  of  burdening  the  Wash. 

Ry.  &  Elec.  Co.  within  the  District  of  Columbia  with 
331  (R.  1655)  power  used  by  the  Washington,  Balti¬ 

more  &  Annapolis,  to  which  he  replied  that  the 
power  used  by  the  Wash.  Baltimore  &  Annapolis  Co.  is 
power  used  by  said  Company  within  the  District.  As  to 
the  question  whether  entirely  within  the  District  might  it 
not  be  true  that  the  rider  on  the  Wash.  Rv.  &  Elec.  Co.  bv 
said  allocation  gets  some  burden  of  the  Wash.  Baltimore 
&  Annapolis  usage,  in  view  of  the  decided  difference  in 
character  of  usage  of  the  two  companies,  in  other  words, 
freight  used  by  the  Wash.  Balt.  &  Annapolis,  the  witness 
replied  he  should  think  it  would  be  just  the  reverse.  That 
if  the  average  consumption  of  current  is  increased  because 
of  the  greater  use  of  current  on  the  cars  of  the  Wash.  Balt. 
&  Annapolis  due  to  their  weight,  and  if  that  average  is 
used  on  the  allocation  of  power  in  and  outside  of  the  Dis¬ 
trict  of  Columbia,  if  there  is  any  error,  the  error  is  at  the 
burden  of  the  Maryland  operation  and  not  the  District  op¬ 
eration.  The  witness  in  reply  to  a  question  said  there  is 
no  contemplation  of  any  modification  in  the  existing  con¬ 
tractual  relations  between  the  Wash.  Ry.  &  Elec.  Co.  and 
Wash.  Balt.  &  Annapolis  Co.  as  a  result  of  any  order  that 
may  be  entered  in  said  case  and  the  existing  contract  will 
cover  anv  change  in  rate  of  fare  that  mav  be  fixed  bv  said 
Commission,  as  it  has  in  the  past. 

In  reply  to  a  question  the  witness  stated  they  do  not 
carry  liability  or  casualty  insurance  on  their  buses  and  that 
the  insurance  to  which  he  has  referred  as  allocated  under 
general  and  miscellaneous,  he  thinks  is  all  fire  insurance. 
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The  witness  said  he  thought  with  a  strict  allocation,  that 
insurance  covering  their  buses  should  in  part  be  allocable 
to  Maryland,  and  that  the  Wash.  Ry.  &  Elec.  Co.  has  a 
very  small  amount  of  bus  operation  in  Maryland  anyway. 
That  when  it  comes  to  the  Washington-Ipterurban, 

332  being  a  separate  company,  (R.  1658)  there  jthe  rental 
paid  covers  the  insurance.  The  only  line  I  operating 

outside  of  the  District  of  Columbia  is  the  line  that  extends 
to  Laurel.  He  stated  generally  about  this  allocation,  that 
any  allocation  of  expenses  of  this  kind  must  be  more  of 
less  arbitrary,  and  if  any  change  suggests  itsblf  to  the 
Commission  they  would  be  very  willing  to  abide  by  any 
ruling  that  they  make  as  to  a  proper  basis  of  allocation. 

The  witness  was  asked  bv  Commissioner  Hartman  con- 

%> 

cerning  retirements  from  capital,  and  stated  thajt  where  it 
became  necessary  to  make  an  estimate  and  theiir  records 
were  not  clear,  they  sometimes  would  use  the  Sangster  fig¬ 
ure,  which  is  a  figure  built  up  from  the  company  records 
and  purports  to  show,  since  made  up,  the  original  cost  of 
the  property.  The  witness  stated  that  nothing  that  he  said 
about  retirements  and  using  Sangster’s  figures  referred 
to  track.  The  witness  was  asked  what  items  were  retired 
on  the  Sangster  basis  and  replied,  for  instance,  suppose 
they  have  a  street  car,  it  may  be  that  having  beenjpurchased 
a  great  many  years  ago  by  some  of  the  older  companies, 
it  is  difficult  to  locate  the  exact  cost.  In  a  cash  like  that, 
if  there  was  sufficient  in  the  Sangster  report!  to  enable 
them  to  judge  as  to  the  cost,  from  Sangster’s  viewpoint, 
thev  would  use  that  figure.  That  they  have  not  rewritten 
their  books  on  the  basis  of  the  inventory  prices.  That 
when  retiring  track  the  engineering  department!  makes  up 
an  estimate  of  the  cost  of  the  track,  and  he  thinks  they 
use  the  Pillsburv  figure  to  a  considerable  extent.  As  to 
whether  the  Sangster  figure  is  to  a  very  largb  extent  a 
higher  figure  than  the  inventory  figure,  the  witness  said 
apparently  not  in  the  aggregate,  according  to  the  findings 
of  the  Commission. 

The  witness  was  asked,  in  the  above  statement  was  he 
taking  into  consideration  the  13%  contractors’  profits,  and 
said  he  did  not  know.  That  it  appears  from  the 

333  order  of  (R.  1664)  the  Commission  that  in  deter¬ 
mining  the  reproduction  cost  there  has  been  in¬ 
cluded  13%  overhead — contractor’s  profit.  That  the  Sang- 
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ster  figure  in  the  cask  of  tlie  Washington  Ry.  &  Electric 
Co.,  historical  cost  of  property  within  and  without  the  Dis¬ 
trict  is  $10,385,596.27.  The  cost  of  reproduction  of  physical 
property  was  $11,466,614.08.  If  allowance  is  made  for  the 
13%  contractor’s  profit,  and  assuming  that  Mr.  Songster 
lias  not  a  similar  figure  in  his  cost,  there  would  he  very 
little  difference  between  the  two. 

That  the  figure  thev  have  intended  to  use  in  the  case  of 
track  retirements  is  the  Pillsburv  figure. 

*  <17 

The  witness  was  asked  if  there  is  any  other  amount  in- 
eluded  in  their  1928  single  sum  figure  of  $19,000,000.  for 
Glen  Echo  property,  and  he  replied,  no,  there  is  not  in¬ 
tended  to  be,  not  as  far  as  he  knows.  That  the  operating 
expense  of  $7,000.  maintenance  at  Glen  Echo  Park  should 
not  he  in  the  1928  figure  and  he  does  not  believe  it  is.  That 
they  have  excluded  $7,600.  in  capital  for  the  soda  fountain 
building,  candy  stand,  drinking  stand  and  two  game  stands 
at  Glen  Echo  in  1928  figure,  and  it  is  thrown  in  with  the 
Maryland  property. 

At  this  point  numerous  questions  were  asked,  and  an¬ 
swers  given  with  reference  to  operating  economies  and 
efficiency  resulting  in  rerouting  or  joint  use  and  operation 
of  certain  tracks  of  both  companies,  to  which  it  was  under¬ 
stood  that  previous  objections  had  been  made  thereto,  and 
exceptions  allowed. 

Thereupon,  Mr.  Ham  continued  his  direct  examination 
with  reference  to  the  Washington  Interurban  Railroad 
Company.  The  witness  asked  the  Commission  to  take  ju¬ 
dicial  notice  of  the  monthly  and  annual  reports  of  the 
Washington  Interurban  Railroad  Company  made  to  the 
Commission.  The  witness  called  particular  attention  to 
page  100  of  the  annual  report  for  the  year  ending  De¬ 
cember  31.  1928,  as  follows: 


334  (R.  1696)  “The  Washington,  Spa  Spring  &  Gretta 

Railroad  Company  of  Prince  George’s  County,  Mary¬ 
land,  was  incorporated  under  the  public  general  laws  of  the 
State  of  Maryland,  by  certificate  filed  with  the  Secretary 
of  State  of  Maryland  on  February  14,  1905.  The  said  in¬ 
corporation  was  ratified  and  confirmed  by  act  of  the  Gen¬ 
eral  Assembly  of  Maryland  approved  April  6,  1908. 

“By  Act  of  Congress  of  the  United  States  approved  Feb. 
18,  1907,  the  Washington,  Spa  Spring  &  Gretta  Railroad 
Company  was  authorized  to  extend  its  road  into  the  Dis- 
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trict  of  Columbia  from  the  District  line  along*  Bladensburg 
Road  to  15th  &  II  Sts.,  N.  E. 

“By  certificate  filed  with  the  Secretary  of  State  <j)f  Mary¬ 
land  under  date  of  October  21,  1912,  the  name  of  tlje  Wash¬ 
ington,  Spa  Spring*  &Gretta  Railroad  Company  was!  changed 
to  the  Washington  Interurban  Railway  Company.; 

“On  or  about  June  15,  1914,  the  Railway  Storage  Bat¬ 
tery  Co.,  filed  bill  in  equity  in  the  District  Court  of  the 
United  States  for  the  District  of  Maryland  agajnst  said 
company  for  a  foreclosure  on  the  mortgage  of  said  com¬ 
pany.  In  said  cause  at  some  time  thereafter  John  W. 
Yerkes  and  Guy  T.  Scott  were  appointed  receivers  of  all 
the  property  of  said  company.  On  or  about  May  124,  1915, 
a  decree  of  foreclosure  and  sale  was  entered'  in  said  cause 
and  on  December  25,  1915,  the  assets,  property  and  fran¬ 
chises  of  said  company  were  sold  to  Gustave  Herye  for  the 
nominal  price  of  $25,000.  I 

“In  accordance  with  authorization  of  the  Public  Service 
Commission  of  the  State  of  Maryland  dated  February  23, 
1910,  Order  No.  2699,  and  of  the  Public  Utilities  j  Commis¬ 
sion  of  the  District  of  Columbia  dated  February  j  19,  1916, 
Order  No.  176,  this  company  issued  and  delivered  to  said 
Gustave  Herre  $49,750.  capital  stock  and  $150,000.  First 
Mortgage  Five  Per  cent  bonds  to  purchase  the  assjets,  prop- 
ertv  and  franchises  of  the  Washington  Interurban  Railway 
Company,  previously  sold  under  foreclosure  to  said  Gustave 
Ilerre.  ’  ’  ! 


The  witness  stated  that  from  this  it  will  be  seen  that  the 
Washington  Interurban  Railroad  was  not  a  pajrt  of  the 
Washington  Railway  &  Electric  Company  system.  That  it 
is  an  entirely  separate  corporation  and  there  is  no  provision 
in  the  charter  of  the  Washington  Railway  &  Electric  Com¬ 
pany  which  permits  a  consolidation  with  the  Washington 
Interurban  Railroad  Company,  said  company  haying  been 
authorized  to  take  over  the  property  of  the  Washington 
Interurban  Railway  Company.  That  he  is  President  of  the 
Washington  Interurban  Railroad  Company  which  has  the 
following  Board  of  Directors:  Charles  J.  Bell,  feobert  D. 
Fleming,  Julius  A.  Kaiser,  William  F.  Ham  and  C.  F.  Nor- 
ment.  That  said  Company  operated  a  railroad  extending 
from  loth  and  H  Streets,  N.  E.,  (R.  16*98)  along 
335  Bladensburg  Road,  thence  into  Maryland!  as  far  as 
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East  Berwyn.  Under  authority  granted  by  the  Mary¬ 
land  Commission  and  also  by  the  District  Commission  ser¬ 
vice  by  rail  was  abandoned  and  bus  service  was  substituted. 
The  operation  within  the  District  of  Columbia  is  about  21/> 
miles  from  15th  and  H  Streets,  N.  E.  along  Bladensburg 
Road  to  the  District  line.  The  witness  asked  the  Commis¬ 
sion  to  take  judicial  notice  of  its  Order  No.  510,  dated  April 
11,  1923,  authorizing  said  company  to  remove  its  tracks, 
poles  and  overhead  wires  from  that  thoroughfare.  That  the 
Commission  also  authorized  the  company  in  said  order  to 
operate  motor  buses  in  lieu  of  street  cars.  That  the  com¬ 
pany  in  its  application  for  the  discontinuance  of  rail  service 
and  the  substitution  of  bus  service,  asked  as  follows: 

“If,  at  the  end  of  the  90-day  period  or  thereafter,  results 
of  the  operation  show  a  loss,  the  company  to  be  under  no 
obligation  to  continue  operation  except  under  such  rates 
of  fare  or  charges  for  transfers  as  may  be  necessary  to  pre¬ 
vent  further  losses.’ ’ 

The  Commission,  however,  was  of  the  opinion  that  the 
operation  of  motor  buses  in  lieu  of  street  cars  with  free 
transfers  between  the  H  Street  line  of  the  Washington  Rail¬ 
way  &  Electric  Company  and  the  bus  line  should  be  tried 
for  a  period  of  five  years  with  free  transfers  issued  between 
car  line  and  bus  line,  and  that  such  an  arrangement  would 
furnish  adequate  and  convenient  service  to  the  public. 

In  this  connection,  the  Commission  stated: 

“When  the  five  year  term  approaches  its  close,  this  Com¬ 
mission  will  undertake  to  present  to  the  public  and  to  the 
company  such  a  plan  as  will  permanently  best  serve  the 
interests  of  all  concerned.” 

The  witness  said  he  wanted  to  emphasize  that  portion  of 
the  Commission’s  order,  because  it  appears  to  him  that 
there  was  a  very  clear  and  definite  understanding  as  a  part 
of  the  plan  which  involved  the  abandonment  of  the  railroad 
and  the  substitution  of  bus  service,  that  at  the  end  of  the 
five  year  period  the  Commission  definitely  stated  that  it 
would  present  to  the  public  and  to  the  company  such 
336  a  plan  as  would  permanently  (R.  1700)  best  serve 
the  interests  of  all  concerned. 

That  the  five  year  period  expired  on  April  23,  1928. 


THE  CAPITAL  TRACTION  COMPANY  ET  AL 


287 


That  on  June  7, 1928  the  Public  Utilities  Commission  upon 
its  own  initiative,  ordered  a  hearing  to  he  held  op  June  20, 
1928,  this  hearing  being  called  for  the  purpose  of  jconsider- 
ing  whether  any  changes  should  be  made  in  the  existing 
route  and  transfer  arrangements  of  the  bus  lines  of  the 
Washington  Interurban  Railroad  Company  operating  along 
Bladensburg  Road  from  the  District  Line  to  15th  and  H 
Sts.  N.  E.  The  Commission  held  such  a  hearing,!  and  dur¬ 
ing  the  progress  of  that  hearing  the  company  asked  that 
there  be  imposed  a  charge  of  2  cents  for  transfers  between 
the  street  car  line  of  the  Washington  Railway  &  Electric 
Company  and  the  buses  of  the  Washington  Interuitban  Rail¬ 
road  Company.  The  witness  asked  the  Commission  to  take 
judicial  notice  of  its  order  No.  715  dated  July  9, 1928,  where¬ 
in  it  states : 

“Inasmuch  as  no  application  for  an  increase  in!  fare  had 
been  received  and  the  notice  scheduling  the  heariiig  did  not 
state  that  it  was  to  be  held  for  the  purpose  of  considering 
a  fare  increase,  the  Commission  is  of  the  opinion  that  the 
verbal  request  of  the  company,  presented  for  the  first  time 
at  the  hearing,  was  not  properly  before  it.  No  suggestions 
were  made  at  the  hearing  for  changes  in  routing  or  transfer 
arrangements  other  than  the  request  of  the  company  to  be 
permitted  to  charge  2  cents  for  transfers,  which  request, 
however,  was  coupled  with  the  request  for  an  increase  in 
fare.  It  is  therefore 

i 

Ordered: 

“  (1)  That  the  present  transfer  arrangement  between  the 
Washington  Interurban  bus  line  and  the  H  Street  or  Colum¬ 
bia  line  of  the  Washington  Railway  &  Electric  Company  be 
continued  until  otherwise  ordered.  ’ ’ 

I 

That  it  would  therefore  appear  that  notwithstanding  the 
statement  made  by  the  Commission  in  1923  that  it  "would, 
upon  its  own  initiative,  determine  what  was  fair  arid  reason¬ 
able  to  do  in  this  matter,  on  July  9, 1928,  having  had  a  hear¬ 
ing  on  this  subject,  they  simply  ruled  that  the  existing  ar¬ 
rangement  should  continue,  and  made  no  suggestion  of 
change. 

That  the  Company  in  view  of  the  statement  by  jthe  Com¬ 
mission  that  the  matter  was  not  properly  before  it 
337  at  the  (R.  1702)  hearing  June  20, 1928,  Forimal  Case 
No.  137,  made  an  application  to  the  Public^  Utilities 
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Commission  on  July  27,  1928,  in  which  they  acknowledged 
receipt  of  Order  No.  715  dated  July  9,  1928,  Formal  Case 
Xo.  137,  and  stated  that  inasmuch  as  the  Commission  had 
ruled  that  the  matter  was  not  properly  before  the  Commis¬ 
sion  at  its  previous  hearing  they  then  made  an  application 
for  a  charge  of  2  cents  for  transfers  between  the  bus  line 
of  the  Washington  Interurban  Railroad  Company  and  the 
Columbia  line  of  the  Washington  Railway  &  Electric  .Com- 
pany.  That  a  hearing  on  that  was  held  September  20,  1928 
and  the  Commission  has  not  handed  down  anv  decision  in 
that  case. 

That  the  period  has  been  extended  already  beyond  the 
five  year  period  which  was  suggested  by  the  Commission  as 
an  absolutely  ample  period  within  which  the  experiment 
should  be  continued,  and  that  makes  a  year  and  half  now 
that  has  gone  by  the  period  they  were  to  be  given  relief, 
namely  April  23, 1928,  and  they  have  not  had  it. 

That  in  their  answer,  filed  by  direction  of  the  Commission, 
to  the  application  of  the  Capital  Traction  Company,  they 
state : 


4 ‘In  order  No.  514,  dated  April  11,  1923,  the  Washington 
Interurban  Railroad  Company  was  authorized  to  remove 
its  tracks,  poles  and  overhead  wires  on  Bladensburg  Road 
from  15tli  and  H  Streets,  Northeast,  to  the  District  Line 
and  substitute  motor  buses  in  lieu  of  street  cars.  In  said 
order  the  Commission  authorized  rates  of  fare  as  prevailed 
on  street  cars  be  continued  in  connection  with  the  operation 
of  motor  buses,  and  stated  the  plan  should  be  tried  for  a 
period  of  five  years.  Further,  the  Commission  stated  that 
when  the  five  year  term  approached  its  close  it  would  under¬ 
take  to  present  a  plan  that  would  permanently  best  serve  the 
interests  of  all  concerned.  During  this  five  year  experi¬ 
mental  period  this  respondent  failed  to  meet  its  operating 
expenses  by  approximately  $45,000.” 


Thereupon  plaintiff  Washington  Railway  &  Electric  Com¬ 
pany  offered  and  there  was  received  in  evidence,  Exhibit 
No.  132  (R.  1704),  consisting  of  two  sheets  and  headed 
“Washington  Interurban  Railroad  Company.  Income  avail¬ 
able  for  return  upon  investment  within  the  District  of 
338  Columbia  only.”,  (R.  1704)  a  copy  of  which  exhibit 
is  hereto  attached  for  the  convenience  of  the  Court. 
The  witness  said  that  the  heading  is  inappropriate,  and 
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j 

should  rather  be  stated,  “Operating  revenues,  operating  ex¬ 
penses  and  taxes  and  operating  income  or  deficit  within  the 
District  of  Columbia.”  j 

Before  discussing  said  exhibit,  the  witness  asked,  and 
received,  the  consent  of  the  Commission  to  jtake  judicial 
notice  of  Order  No.  176,  dated  February  19, j  1916,  in  the 
matter  of  the  application  of  the  Washington  Interurban 
Railroad  Company  for  authority  to  issue  and  sell  capital 
stock  to  the  amount  of  $50,000.  and  first  mortgage  five  per 
cent  thirty-year  gold  bonds  to  the  amount  of  $150,000. 

At  the  request  of  the  witness,  the  Commission  also  said 
it  would  take  judicial  notice  of  Order  No.  179,  dated  March 
16, 1916,  in  the  Matter  of  the  Application  of  the  jWashington- 
Rockville  Railroad  Company  of  Montgomery!  County  for 
permission  to  purchase  $150,000.  face  value;  of  five  per 
cent,  first  mortgage  thirty-year  gold  bonds  apd  one  thou¬ 
sand  shares  of  the  capital  stock  of  the  Washington  Inter¬ 
urban  Railroad  Company. 

The  witness  said  that  Exhibit  No.  132  shows  certain  fig¬ 
ures  concerning  the  Washington  Interurban  Railroad  Com¬ 
pany  from  the  time  it  started  bus  operations  in  May  1923 
down  to  April  30,  1929.  That  the  results  of  each  month’s 
operations  within  the  District  of  Columbia  are  jsliown  upon 
this  statement  and  includes  operating  revenue^,  operating 
expenses  and  taxes,  operating  income,  miles  operated,  op¬ 
erating  revenue  per  bus  mile  cents,  operating  expenses  and 
taxes  per  bus  mile  cents.  That  in  said  period  the  operating 
revenues  have  amounted  to  $177,972.56,  operating  expenses 
and  taxes  $226,648.41,  showing  an  operating  deceit  of  $48,- 
675.85.  That  in  only  one  month  in  said  entire  period  have 
the  operating  revenues  been  sufficient  to  meet  operating- 
expenses  and  taxes.  j 

339  (R.  1709)  Thereupon  the  Washington  j  Railway  & 

Electric  Company  offered  and  there  was  Received  in 
evidence  Exhibit  No.  133,  being  headed  “Washington  In¬ 
terurban  Railroad  Company — Passengers  Carried  Within 
The  District  of  Columbia”,  a  copy  of  which  exhibit  is  hereto 
attached  for  the  convenience  of  the  Court. 

The  witness  stated  said  Exhibit  No.  133  showp  the  num¬ 
ber  of  passengers  carried  each  year  beginning  with  a  por¬ 
tion  of  the  year  ending  in  1923,  all  of  1924, 1925,  J926, 1927, 
1928  and  for  the  four  months  ending  April  30, 1929,  also  for 


i 
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the  twelve  months  ending  April  30, 1929.  That  it  also  shows 
a  steady  growth  in  the  number  of  revenue  passengers  car¬ 
ried.  The  first  year  not  beiim*  a  full  year,  it  does  not  show 
that  comparison  so  well,  but  beginning  with  1924  there  were 
384,908  revenue  passengers,  which  number  has  increased  to 
477,181  for  the  twelve  months,  ending  April  30,  1929.  Par¬ 
ticular  attention  is  called  to  the  very  large  use  of  free  trans¬ 
fers  on  this  line.  The  exhibit  shows  the  number  of  revenue 
passengers  carried  and  also  the  free  passengers,  which 
means  free  transfers.  The  total  for  the  year  ended  April  30, 
1929,  shows  revenue  passengers  of  477,181  and  free  trans¬ 
fers  or  free  passengers  398,321. 

Thereupon  the  Washington  Railway  &  Electric  Company 
offered  and  there  was  received  in  Evidence  Exhibit  No.  134, 
being  headed  “Passenger  Revenue  Within  the  District  of 
Columbia”,  a  copy  of  which  exhibit  is  hereto  attached  for 
the  convenience  of  the  Court. 

The  witness  stated  that  said  Exhibit  No.  134  shows  by 
years  the  revenue  from  eight  cent  cash  fares,  the  revenue 
from  six  and  two-thirds  cent  tickets,  the  revenue  from  two- 
cent  transfers.  The  fare  between  the  bus  line  and  the  car 
line  is  on  the  basis  of  a  free  transfer,  but  there  is  a  two-cent 
transfer  between  this  line  and  an  intersecting  bus  line 
340  (R.  1711)  known  as  the  East  Washington  Bus  Line. 

Said  statement  also  shows  by  months  a  similar  dis¬ 
tribution  of  revenue  for  the  twelve  months  ending  April  30, 
1929,  during  which  year  there  was  an  income  of  $12,401.04 
from  eight  cent  cash  fares,  $21,477.85  from  63  cent  ticket 
fares,  and  $535.34  from  two  cent  transfers,  a  total  of  $34,- 
414.23. 

Thereupon  the  Washington  Railway  &  Electric  Company 
offered,  and  there  was  received  in  evidence,  Exhibit  No.  135 
being  headed  “Average  Fare  per  Revenue  Passenger 
Carried  Within  the  District  of  Columbia”,  a  copy  of  which 
Exhibit  is  hereto  attached  for  the  convenience  of  the  Court. 

The  witness  stated  said  Exhibit  shows  the  figures  for  each 
year  from  1923  down  to  and  including  the  four  months  end¬ 
ing  April  30,  1929  and  shows  the  passenger  revenue,  the 
revenue  passengers  and  the  average  fare  per  revenue  pas¬ 
senger.  That  fare  has  been  reasonably  constant  through¬ 
out  the  entire  period  and  the  average  has  been  7.16  cents. 

If  thev  were  to  omit  from  the  revenue  the  revenue  from  the 
* 

sale  of  two  cent  transfers,  the  average  fare  would  have  been 
7.09  cents. 


THE  CAPITAL  TRACTION  COMPANY  ET  AL. 


291 


Thereupon  the  Washington  Railway  &  Electric  Company 
offered  and  there  was  received  in  evidence  Exhibit  No.  136, 
entitled  “Average  Fare  per  Total  Passengers  Carried 
Within  the  District  of  Columbia”,  a  copy  of  which  Exhibit 
is  hereto  attached  for  the  convenience  of  the  Court.  That 
said  Exhibit  shows  for  each  year  from  1923  down  to  the 
four  months  ending  April  30,  1929  and  also  for  the  twelve 


total  pas- 
and  aver- 


months  ended  April  30,  1929,  passenger  revenue, j 
sengers  carried  (excluding  employees’  passes),  j 
age  fare  per  total  passenger  carried.  The  average  fare  per 
total  passenger  carried  for  the  entire  period  ending  April 
30,  1929  was  3.96  cents,  and  for  the  twelve  months  ending 
April  30,  1929,  3.93  cents.  j 

The  witness  said  that  as  previously  stated  in  connection 
with  Exhibit  No.  132,  there  has  been  a  satisfactory  growth 
in  the  volume  of  business,  that  is,  the  |  operating 
341  (R.  1712)  revenues  have  shown  consistent  improve¬ 

ment,  and  the  number  of  passengers  carried  has 
shown  a  very  healthy  growth,  as  shown  on  Exhibit  No.  133. 
That,  to  his  mind,  indicates  that  the  service  is  ■  essential, 
and  this  exhibit  showing  an  average  fare  per  totpl  passen¬ 
ger  carried  indicated  clearly  to  his  mind  that  tfye  trouble 
with  the  line  is  not  failure  to  have  proper  patronage,  or  that 
it  is  not  a  necessity  to  the  public,  but  rather  that  the  rate 
of  fare  is  such  that  it  cannot  be  operated  profitably  even 
with  the  present  or  an  increasing  volume  of  traffic.  That 
bus  miles  have  also  increased. 

The  witness  then  stated  the  route  of  said  Company. 
That  it  runs  on  Bladensburg  Road  from  15th  and  £[  Streets, 
N.  E.  in  a  northeasterly  direction  to  the  District  Line. 
That  there  are  also  operations  in  Maryland  to  three  differ¬ 
ent  points:  College  Park,  East  Riverdale  and  Cheverley 
and  practically  all  the  service  is  interstate  in  character  and 
by  that  he  means  that  practically  all  the  buses  run  through 
from  15th  and  H  Streets,  N.  E.  to  these  several  jpoints  in 
Maryland.  That  there  is  in  said  case  an  allocation  of  ex¬ 
penses  between  the  District  and  Maryland,  which,  according 
to  the  testimony  he  has  already  introduced,  are  largely 
upon  a  bus  mileage  basis.  That  the  service  in  Maryland 
has  been  sought  for  by  residents  of  Maryland  and  they 
have  been  able  to  get  increased  rates  in  Maryland.  That 
the  rates  in  Maryland  per  zone  are  higher  than  thc^se  within 
the  District  of  Columbia. 
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Thereupon  the  Washington  Railway  &  Electric  Company 
offered,  and  there  was  received  in  evidence,  Exhibit  No. 
137,  entitled  “Effect  of  Proposed  Rate  of  Fare  of  10^  Cash 


with  4  Tokens  for 


30(S  Within  the  District  of  Columbia’’, 


a  copy  of  which  exhibit  is  hereto  attached  for  the  con¬ 


venience  of  the  Court. 


The  witness  said  as  previously  stated,  there  is  pending 
before  the  Commission  application  for  a  charge  of  two 
342  (R.  1714)  cents  for  a  transfer  with  the  existing  rates 

of  eight  cents  cash  and  tokens  six  for  forty  cents. 
In  the  application  of  the  company  now  pending  they  state 
that  a  uniform  rate  of  fare  of  ten  cents  cash  with  four 


tickets  sold  for  thirty  cents  on  street  car  and  feeder  bus 
lines,  with  free  transfers  between  car  lines  and  bus  lines  or 
between  this  bus  line  and  other  intersecting  bus  lines  to 
those  passengers  paying  ten  cents  cash  fare  is  necessary  to 
produce  a  sufficient  revenue  to  enable  this  company  to  earn 
enough  to  pay  operating  expenses  with  some  possible  bal¬ 
ance  for  the  improvement  and  betterment  of  its  service 
to  the  public. 

That  said  Exhibit  No.  137  shows  an  operating  deficit 
for  the  twelve  months  ending  April  30,  1929  of  $4,164.57, 
this  being  the  same  figure  that  is  shown  on  Exhibit  No.  132. 
The  passengers  affected  by  the  proposed  change  in  rate 
total  477,181,  and  it  is  estimated  that  eighty  per  cent,  availed 
themselves  of  the  transfer  privilege.  That  it  is  impos¬ 
sible  to  state  the  exact  number  of  passengers  that  trans¬ 
ferred  from  the  Washington  Interurban  to  the  lines  of  the 
Washington  Railway  &  Electric  Company.  It  is  possible 
to  state  the  number  of  passengers  who  transferred  from 
the  line  of  the  Washington  Railway  to  the  line  of  the  Wash¬ 
ington  Interurban  and  from  the  number  of  passengers  that 
transferred  from  the  car  line  to  the  bus  line  they  estimate 
that  eighty  per  cent,  of  the  passengers  of  the  Washing¬ 
ton  Interurban  transferred  to  the  car  line.  That  this  brings 
in  a  different  problem  from  that  discussed  in  the  case  of 
the  Washington  Railway  &  Electric  Company  because  they 
have  a  specific  and  definite  traffic  movement  which  can 
be  in  some  respects  more  easily  gauged  and  in  other  re¬ 
spects  not  so  easily.  If  eighty  per  cent,  of  the  people  trans¬ 
fer — those  people  will  be  charged  ten  cents  for  the  through 
ride,  whereas  now  they  pay  eight  cents  or  six  and  two- 
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thirds  cents  for  that  ride.  In  his  (R.  11715)  judg- 
343  ment  those  passengers  who  do  not  transfer  will  not 
be  affected  by  the  change  in  rate,  but  those  people 
that  now  transfer  would  have  their  fare  increased  either 
from  eight  cents  or  six  and  two-thirds  cents  to|  ten  cents, 
and  be  confronted  with  a  percentage  of  increase  which  is 
quite  substantial.  Furthermore,  those  people  \iTho  do  not 
care  to  pay  that  increased  charge  can  save  thej  charge  at 
this  end  of  the  line  by  walking  and  taking  the  <iar  line,  so 
that  they  think  there  will  be  a  good  many  peoplp  who  now 
ride  free  a  short  distance  on  the  Interurban  bjus  line,  in 
order  to  save  the  expense  of  this  increased  fare  will  walk 
to  the  car  line.  It  will,  in  that  respect,  mean  a  slight  in¬ 
crease  in  the  volume  of  traffic  on  the  car  line,  but.  will  not 
have  any  material  effect  upon  the  figures  that !  have  been 
submitted  as  to  the  changes  in  revenues  on  the  Washing¬ 
ton  Railway  &  Electric  Company.  Whereas,  on|  this  much 
smaller  company,  the  effect,  he  thinks,  will  be  noticeable. 
So  that  this  estimate  is  based  on  the  theory  that  eighty 
per  cent  of  the  passengers  who  ride  on  the  Intertirban  Line 
transfer  to  the  Washington  Railway  &  Electric ;  Company, 
and  that  of  that  eighty  per  cent,  there  will  be  a  loss  of  ten 
per  cent.  As  to  the  remaining  twenty  per  ceiit.  who  do 


increased 
of  six  for 


not  transfer,  there  will  be  no  loss  under  the 
charge  of  four  tokens  for  thirty  cents  instead 
forty  cents.  So  that  this  estimate  shows,  on  the  assump 
tion  that  their  present  riding  habits  will  contiiiue,  eighty 
per  cent  will  pay  ten  cents  cash  and  twenty  phr  cent  use 
tokens,  making  the  estimated  totals  as  follows: 

i 

381,745  cash  passengers  at  ten  cents . j  $38,174.50 

95,436  token  passengers  at  71/4  cents . !  7,157.70 


Or  a  total  of 


$45,332.20 


The  revenue  now  actually  received  is  $34,414.23,  leav¬ 
ing  the  estimated  additional  passenger  revenue  $10,917.97. 

Deducting  the  four  per  cent  gross  eafnings  tax, 
344  (R.  1717)  $436.72,  leaves  a  net  incerase  jin  operat¬ 

ing  income  from  proposed  change  in  fare  of  $10,- 
481.29,  or  an  estimate  of  operating  income  with  proposed 
rate  of  $6,316.68. 

That  the  figures  he  has  testified  to  have  been  taken 
from  an  exhibit  which  they  have  prepared  and! which  did 
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not  allow  for  anv  failing;  off  in  traffic  on  account  of  the 
increased  rate.  The  figure  to  which  he  should  have  testi¬ 
fied  and  which  the  exhibit  now  before  them,  No.  137,  shows 
in  the  final  analysis  an  estimate  of  operating  revenue  un¬ 
der  the  proposed  rate  of  $2,651.98.  Under  this  the  num¬ 
ber  of  passengers,  estimate  of  cash  passengers  to  be  car¬ 
ried,  is  343,571  at  ten  cents,  or  $34,357.10.  Number  of 
token  passengers  95,436  at  7V->  cents,  $7,157.70,  making  a 
total  of  $41,514.80.  The  revenue  actually  received  from 
the  passengers  affected  by  the  proposed  change  in  rate, 
$34,414.23,  leaving  an  estimate  of  additional  passenger 
revenue  of  $7,100.57,  less  four  per  cent  gross  earnings  tax 
$284.02,  or  a  net  increase  in  operating  income  from  pro¬ 
posed  change  in  fare  of  $6,816.55,  or  an  estimate  of  op¬ 
erating  income  with  proposed  rate  of  $2,651.98. 

That  the  only  difference  between  Exhibit  No.  137  and 
the  figures  which  he  erroneously  read  is  that  his  first  es¬ 
timates  in  this  respect  did  not  account  for  an  estimated 
falling  off  of  ten  per  cent  in  such  passengers  as  transfer 
between  the  bus  line  and  the  rail  line. 

That  he  has  alreadv  testified  as  to  the  relations  which 
exist  between  the  Interurban  and  the  Washington  Rail¬ 
way.  The  Interurban  rents  its  buses  from  the  Washing¬ 
ton  Railway  &  Electric  Company,  paying  for  them  an 
eight  per  cent  return,  an  amount  covering  depreciation 
and  insurance,  plus  ten  per  cent.  This  arrangement,  while 
probably  fair  to  the1  Washington  Railway  &  Electric  Com¬ 
pany,  is  a  particularly  advantageous  one  to  a  separately 
operated  bus  company.  They  have  a  call  (R.  1718) 
345  upon  all  the  buses  they  require.  They  do  not  have 
to  have  any  investment,  and  they  get  the  advantage 
of  an  operating  cost  based  upon  the  operation  of  a  much 
larger  number  of  buses  than  they  could  and  would  operate 
themselves.  If  said  company  were  compelled  to  purchase 
and  operate,  house  and  repair  its  own  buses,  undoubtedly, 
in  his  judgment,  the  expenses  of  operation  would  be  con¬ 
siderably  higher  than  they  are  shown  in  said  exhibits. 

The  witness  stated  that  completed  their  direct  evidence. 

The  witness  was  asked  under  cross  examination  numer¬ 
ous  questions  by  Mr.  Flehartv  and  Mr.  Clayton,  dealing 
with  the  operation  of  the  buses  on  this  line  and  the  treat¬ 
ment  of  revenues  and  expenses,  which  were  followed  by 
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numerous  questions  by  Chairman  Patrick  arid  Commis¬ 
sioner  Hartman  along  the  same  lines. 

Thereupon  the  Company  rested  its  case  and  Exhibits 
132-137  were  received  in  evidence  and  marked  Washing¬ 
ton  Railway  &  Electric  Company  Exhibits  132  to  137,  in¬ 
clusive.  Copies  of  same  are  hereto  attached  for  the  con¬ 
venience  of  the  Court. 

The  witness  then  answered  questions  which  had  been 
previously  asked  at  R.  1622  and  stated  that  sub-station  No. 
11,  13th  and  D  Streets,  N.  E.  was  built  in  189^  and  recon¬ 
structed  as  a  sub-station  in  1906. 

The  witness  stated  that  Eckington  car  barn  was  built 
in  1898,  additions  or  substantial  improvements  made  in 
1906,  1913,  1919,  1920  and  1923.  | 

The  starter’s  station  at  Nichols  Avenue,  Anjacostia  was 
built  in  1906,  and  sold  to  Potomac  Electric  Power  Company 
in  1927  at  original  cost. 

The  Tennallytown  car  house  built  in  1909,  and  improve¬ 
ments  or  changes  made  in  1924  and  1925. 

Great  Falls  car  house,  built  in  1885,  reconstructed 
346  (R.  1749)  in  1900.  Additions  and  improvements 

made  in  1919  and  1920. 

Building  at  36th  and  Prospect  Avenue,  built  j  in  1898. 

Building  known  as  East  Barn,  built  in  1895  and  1896. 

P  Street  Shops,  built  in  1880.  Additions  or  changes  in 
1891,  1897,  1901,  1905,  1915,  1919,  1920,  1921,1  1922,  1924 
and  1926.  | 

11th  Street  car  barn,  built  in  1891.  Improvements  or 
changes  made  in  1914,  1922,  1923,  1924,  1925,  1926  and 
1927.  j 

Brightwood  Barn,  built  in  1909.  j 

Columbia  Barn,  built  in  1895.  Changes  or  improve¬ 
ments  in  1903.  '  | 

4%  Street  barn,  built  in  1892,  changes  or  improvements 
in  1895  and  in  1912. 

The  witness  said  there  were  only  two  cars^  Nos.  1600 
and  1638  which  have  not  been  used  in  passenger  opera¬ 
tions  since  the  summer  of  1923. 

At  R.  1632  the  witness  was  asked  if  there  was  any  ma¬ 
terial  of  a  salvage  nature  as  distinguished  from  that  of  a 
non-usable  character  involved  in  any  used  material,  and 
the  witness  stated  there  was  included  in  the  item  of  ma- 


i 

j 
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ferial s  and  supplies  inventory  as  of  December  31,  1928, 
scrap  to  the  extent  of  $334.28,  to  that  he  now  wishes  to 
add  there  was  second-hand  wheel  rail  in  the  inventory  to 
the  extent  of  $1642.34. 

The  witness  stated  that  at  R.  1632  Commissioner  Hart¬ 
man  asked  concerning  Exhibit  No.  122  for  1928,  for  ma¬ 
terials  and  supplies  $164,301.51  and  how  much  of  that,  if 
any,  is  made  up  of  salvage  or  scrap  material  and  if  pos¬ 
sible  how  much  represents  material  which  when  placed  in 
track  or  in  service,  will  result  in  an  increase  in  the  capital 
account.  That  in  re^ly  thereto  the  following  information 
.  is  merely  an  approximation  of  the  material  in  stock  De¬ 
cember  31, 1928,  (R.  1751)  for  construction  purposes, 
347  as  they  have  no  way  to  determine  whether  materials 
purchased  for  construction  on  estimates  were  used 
in  less  or  greater  proportion  than  provided  for.  They  do 
know  of  cases  where  yokes  were  purchased  for  a  recon¬ 
struction  project  and  after  the  work  was  started  the  quan¬ 
tity  estimated  to  be  needed  was  less  than  that  required. 
That  as  a  matter  of  actual  fact,  they  do  not  know  whether 
anv  of  the  following  wheel  or  slot  rail  or  vokes  will  be 
used  to  replace  other  than  material  in  kind  and  which 
would  not  result  in  a  betterment. 

Included  in  that  inventory  of  December  31,  1920,  are  the 
following  items  which  might  be  considered  in  connection 
with  a  reply  to  said  question: 

Wheel  rail,  Section  104/396.  Value  $3,402.  Purchased 
for  construction,  unfinished.  That  was  the  object  of  the 
purchase  and  of  course,  those  rails,  not  having  been  used 
for  construction  purposes,  are  available  now  for  future 
construction  or  for  making  necessary  repairs. 

Wheel  rail,  120/513,  $2,287.75.  Originally  purchased  for 
construction  on  the  H  Street  line.  Portion  of  job  was  de¬ 
ferred. 

Guard  rail,  Section  113/234,  $1,976.96.  A  portion  would 
be  for  construction  where  there  are  curves,  or  might  be 
for  construction. 

Wheel  rail,  Section  97/420,  $8,256.03.  Was  purchased 
in  connection  with  renewals,  where  there  would  probably 
be  a  betterment. 

Tee  rail,  100  R  E,  $779.  For  construction,  unfinished 
work. 


THE  CAPITAL  TRACTION  COMPANY  ET  AL. 


297 


Slot  rail,  67/344,  $2793.60;  was  purchased  for  replace¬ 
ment  where  betterments  were  involved,  and  work  still  un¬ 
finished.  ' 

Yokes,  type  B/P,  1010,  $3,181.50.  Originally  purchased 
for  the  Columbia  line  work;  not  used. 

348  (R.  1753)  Yoke,  type  B/P,  3517,  $1,087.50.1  Orig¬ 
inally  purchased  for  the  Columbia  line  work;  de¬ 
ferred. 

Yoke  B/P  1495,  $876.30,  and  yoke  B/P  1648,  $202.36,  pur¬ 
chased  for  construction,  a  small  portion  of  it  to  lie  used 
for  maintenance. 

The  witness  referred  to  a  question  asked  by  Commis¬ 
sioner  Hartman  at  R.  1635,  concerning  Exhibit  122,  sheet 
2,  concerning  retirements  at  the  original  cost  instead  of 
the  1919  value,  and  said,  these  items  which  are  similar  to 
the  sale  of  land  at  43rd  Place  and  Slier  iff  Road,  cover  sales 
of  land  for  the  years  1921  to  1928,  inclusive,  and  these  are 
shown  as  credits  to  additions  in  the  statement  in  the  Wash. 
Ry.  &  Elec.  Co.  Case  No.  122,  an  aggregate  of  $71,005.96. 
That  the  particular  item  to  which  Commissioner  Hartman 
called  his  attention  was  a  sale  of  land  at  43rd  Pl^ce  and 
Sheriff  Road,  $5977.48,  in  which  it  appears  from  an'  exami¬ 
nation  of  the  Public  Utilities  Commission  Order  No.  339, 
the  amount  stated  as  the  value  of  that  land  was  tlfe  same 
as  they  have  used.  In  other  words,  when  they  credited  their 
construction  account  they  considered  in  that  instance  as 
original  cost  the  figure  at  which  it  was  carried  in  thfe  order 
of  the  Commission  in  its  reproduction  cost.  That,!  he  be¬ 
lieves,  was  because  this  had  been  included  along  with  the 
purchase  of  other  property  as  right  of  way  and  it  was  prac¬ 
tically  impossible  to  identify  those  particular  properties. 
That  is  not  uniformly  or  generally  the  case  with  the  other 
items  of  property  sold,  which  have  been  handled,  he  be¬ 
lieves,  strictly  in  accordance  with  the  classification  of  ac¬ 
counts,  that  they  credit  to  capital  account  the  original  cost 
of  land  sold,  estimated  if  not  known,  and  naturally  these 
figures  would  vary  very  materially  from  the  figures  which 
were  carried  in  the  Commission’s  valuation  made  in 

349  1919.  I 

(R.  1755)  The  items  are  as  follows:  ! 
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I 


Lots  4,  5  and  6  in  square  3614.  Date  of  sale,  1921. 
Credited  on  books,  $2403.57.  Reproduction  cost  as  con¬ 
tained  in  the  P.  U.  C.  order  shown  in  table  No.  50,  page 
131,  $11,618. 

Date  of  sale,  1922,  certain  property  in  square  No.  4509. 
Credited  to  road  and  equipment,  $2499.25.  Reproduction 
cost  per  P.  U.  C.,  $8855.61. 

1923,  sale  of  property,  part  of  lots  805  and  820  in  square 
east  of  No.  1264;  credited  to  road  and  equipment,  $933.49; 
shown  P.  U.  C.  reproduction  cost,  $7,589.36. 

Date  of  sale  1923,  lot  No.  1  in  square  east  of  No.  1264, 
south  of  Q  Street ;  credited  road  and  equipment  $194.95. 
Amount  shown  in  P.  U.  C.  reproduction  cost  $1584.98. 

In  1923,  part  sold,  parcel  2751.  Credited  to  Road  and 
Equipment,  $1183.50.  The  same  figures  shown  in  P.  U.  C. 
reproduction  cost. 

Sale  in  1923,  land  in  lot  No.  20,  taxed  as  lots  805  and 
824,  in  square  east  of  1264  south  of  Q  Street  ;  credited  to 
road  and  equipment,  $2477.  Shown  in  P.  U.  C.  Valuation, 
$20,138.26. 

1924,  a  transaction  in  connection  with  property  at  Shan¬ 
non  Place  and  U  Street,  Southeast.  Credited  to  road  and 
equipment,  $317.40.  Shown  in  P.  LT.  C.  valuation,  $190.35. 

Sold  in  1925,  property  in  lots  801,  802,  11,  12,  13,  14  and 
15,  in  Square  1030.  Credited  to  road  and  equipment,  $18,- 
904.45.  Reproduction  cost,  P.  U.  C.,  $19,593. 

Sold  in  1925,  part  of  lot  14  in  square  1256.  Credited  on 
books,  $7,262.12.  Shown  in  reproduction  cost,  P.  U.  C. 
$2,426.64. 

Sold  in  1927,  land,  Anacostia  sub-station  and  waiting 
station.  Credited  on  books,  $453.25.  P.  U.  C.  reproduction 
cost,  $650. 

All  of  these  items  added  together  make  a  total  credit  to 
road  and  equipment  account  of  $42,606.46,  of  which 
350  the  re-  (R.  1756)  production  cost  shown  by  the  P. 
U.  C.  in  its  valuation  order  No.  339  was  $79,807.18. 

The  witness  stated  that  at  page  1348  of  the  Record  Mr. 
Hartman  asked  him  a  series  of  questions  with  reference 
to  Job  ipll0S2 — replacement  of  track  on  17th  Street  be¬ 
tween  H  and  K  Streets,  a  distance  of  730  feet.  That  later 
on  Mr.  Hartman  submitted  a  summary  showing  the  differ¬ 
ences  in  certain  accounts  determined  upon  the  basis  used 
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by  the  Washington  Railway  &  Electric  Co.  and  upon  a  cer¬ 
tain  basis  assumed  by  him.  The  witness  said  that  if  he 
correctly  understands  his  assumptions  they  are  as?  follows: 

The  entire  cost  of  the  replacement  of  rails  and  joints, 
underground  construction  and  paving  is  chargeable  to  con¬ 
struction  account  with  the  exception  of  labor. 

Out  of  the  total  labor  there  is  first  deducted  40%  repre¬ 
senting  cost  of  doing  work  under  traffic  conditions,  and  a 
further  amount  representing  40%  of  the  remaining  60% 
for  cost  of  removal  or  demolition,  which  proportion  is 

i 

charged  to  Operating  Expenses. 

After  these  deductions  the  remaining  cost  of  labor,  in 
making  the  replacement,  is  charged  to  construction!  account. 

The  estimated  original  cost  of  material  and  labor  in  con¬ 
nection  with  the  original  installation  of  rails  an^  joints, 
underground  construction  and  paving  is  credited  to  con¬ 
struction  account  and  a  similar  amount,  after  deducting 
salvage,  is  charged  to  operating  expenses  and  tos  accrued 
depreciation  on  the  following  basis: 

The  amount  that  would  have  been  accrued  as  deprecia¬ 
tion)  from  July  1,  1914,  to  date,  at  the  rates  provided  in 
the  Commission’s  Order,  is  charged  to  accrued  deprecia¬ 
tion;  balance  to  operating  expenses. 

Upon  the  basis  of  the  above  assumptions,  the  mathemati¬ 
cal  compilations  by  Commissioner  Hartman  are, 
351  according  (R.  175S)  to  their  records,  substantially 
correct. 

The  witness  stated  he  believed  from  the  testimony  he 
has  already  given,  it  is  clear  he  is  of  the  opinion  that  a 
system  of  accounting,  based  upon  the  assumptions  as  stated, 
is  contrary  to  the  spirit  of  the  Classification  of  Accounts 
prescribed  for  their  use;  contrary  to  the  provisions  of  the 
Public  Utilities  Act  and  otherwise  contrary  to  law. 

The  witness  then  replied  to  question  asked  by  Commis¬ 
sioner  Hartman  at  R.  1630,  as  to  when  his  company  ac¬ 
quired  its  right  to  operate  over  the  Hyattsville  bus  line 
within  the  District  of  Columbia,  with  respect  to  the  date 
of  purchase,  and  stated  that  upon  examination  of  j  the  rec¬ 
ord  he  finds  that  under  date  of  December  13,  1928  the 
President  of  the  Washington  Railway  &  Electric  Company 
addressed  a  communication  to  the  Public  Service  Commis¬ 
sion  of  Maryland,  advising  them  of  the  completion  on  De- 
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cember  10,  1928,  of  negotiations  between  Mr.  R.  L.  May, 
Prop,  of  the  A.  B.  &  \V.  Rapid  Transit  Company,  and  the 
Washington  Railway  &  Electric  Co.,  whereby  Mr.  May 
agreed,  among  other  things,  to  withdraw  bus  operation  in 
favor  of  the  Washington  Railway  &  Electric  Co.  in  the 
territory  known  as  Hyattsville  Hills,  Md.  and  they  made  ap¬ 
plication  to  said  Commission  for  all  the  franchise  and 
other  rights  held  by  Mr.  May  in  connection  with  said  bus 
line. 

That  the  negotiation  was  completed  with  Mr.  May  on 
December  10, 1928,  which  is  the  date  referred  to  in  the  com¬ 
munication  to  the  Maryland  Public  Service  Commission. 

That  under  date  of  December  17,  1928,  a  similar  com¬ 
munication  to  the  above  was  addressed  to  the  Public  Utili¬ 
ties  Commission  of  the  District  of  Columbia  asking  ap¬ 
proval  of  that  Commission  of  the  assignment  by  Mr.  May 
to  their  company  of  all  of  his  rights  and  privileges  to  oper¬ 
ate  said  bus  line  between  the  territory  known  as 
352  Hyattsville  (R.  1759)  Hills,  Md.,  and  Washington, 
D.  C.  In  Order  Xo.  735  of  the  Public  Utilities  Com¬ 
mission,  dated  December  21,  1928,  the  Commission  gave  ap¬ 
proval  of  the  assignment  to  their  Company  by  Mr.  R.  L. 
May  of  his  rights  to  operate  a  bus  line  between  Hyattsville, 
Md.,  and  Washington,  D.  C.  and  the  payment  was  made 
to  Mr.  May  on  December  29,  1928.  That  prior  to  December 
17th  they  had  permission  from  the  Public  Utilities  Com¬ 
mission  to  operate  the  Bunker  Hill  Road  from  7th  Street, 
X.  E.  to  Queens  Cliappel  Road. 

The  witness  theft  referred  to  a  question  asked  by  Com¬ 
missioner  Hartman  at  page  1665  of  the  Record,  in  re  Job 
No.  11087,  Connecticut  Avenue  south  of  Dupont  Circle 
where  the  Commissioner  stated  the  Pillsbury  Inventory 
for  that  particular  section  of  track  showed  $2.55  for  just 
rail.  The  witness  said  he  now  finds  upon  investigation  that 
the  inventory  figure  of  $2.55  per  foot  includes  the  labor  of 
bending  the  rail  as  well  as  the  cost  of  the  rail  itself.  That 
the  $1,243  cost  does  not  include  any  labor  for  bending 
rail,  but  is  m  error  through  selection  of  97  pound  rail  as  a 
base  instead  of  108  pound  rail  and  the  cost  for  rail  only 
should  have  been  $1.87  per  foot  of  single  track.  That  there 
was  a  clerical  error  in  determining  estimated  original  cost 
of  254  feet  of  rail  at  $1,243  per  foot  as  $191.42  instead  of 
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$315.72,  making  the  betterment  $124.30  too  much;  this  error 
was  due  to  multiplying  $1,243  by  154  feet  instead  of  254 
feet.  With  the  correction  to  $1.87  per  foot  for  original  cost 
of  rail  replaced  instead  of  $1,243  per  foot,  the  revised  orig¬ 
inal  cost  would  be  $474.9S,  thereby  further  decreasing  the 
betterment  by  $159.26,  a  total  reduction  of  betterijnents  of 
$283.56,  which  would  be  balanced  on  the  other  side  by  a 
similar  increase  in  operating  expenses  and  depreciation. 

The  witness  then  referred  to  question  by  Cordmission- 
Hartman  at  p.  1666  of  the  record  concerning  Job  No.  11082 
and  the  difference  in  units  of  retirement,!  namely 
353  Company  (R.  1761)  unit  of  .192,  inventory  unit  of 
.193  and  Sangster  unit,  which  may  include  some 
fastenings  other  than  joints,  of  .207.  The  witness  said,  that 
as  previously  answered,  Sangster ’s  figures  are  not  involved 
in  any  calculations  made  by  them  in  estimating  j  original 
costs  of  way.  That  upon  examination  of  the  details  of 
that  job  he  finds  the  difference  between  the  unit)  of  .192 
and  the  unit  of  .193  is  brought  about  by  the  selection  of  the 
third  decimal  when  based  upon  actual  P.  U.  C.  cosU  divided 
by  feet  of  track,  presenting  .192447.  In  other  words,  in  one 
case  the  decimal  is  used  as  .192  and  in  the  otlied  case  as 
.193  because  the  exact  decimal  is  in  between  thbse  two. 
That  as  to  reconciling  the  Sangster  figures  with  some 
other  figures,  they  find  that  in  job  11082  Mr.  Sangster  set 
up  a  book  value  for  the  cost  of  said  job  No.  11082  under 
I.  C.  C.  Account  5  in  the  amount  of  $3524.23,  the  foot  cost 

7 .  i 

being  arrived  at  by  reducing  the  tons  of  rail  charged  to 
said  job  to  a  single  track  foot  base  and  dividing  same  into 
Account  5,  with  a  unit  result  of  .207  per  foot,  which  they 
determine  as  including  some  fastenings  other  than  joints. 
Adjusting  Pillsbury’s  figure  to  similar  comparison!  the  cost 
would  be  .252  per  foot  of  single  track ;  and  when  Removing 
from  his  set  up  materials  not  involved  in  joints,  ithey  ob¬ 
tain  the  following  cost:  For  joint  plates  .186;  for  joint 
bolts  .006;  or  a  total  of  .192,  as  used  in  their  betterment 
consideration  for  that  job. 

That  in  job  11054,  Mr.  Sangster  uses  a  similar  base  as 
above,  but  applies  same  to  the  actual  cost  of  $3699.11  for 
Account  5,  with  the  unit  result  of  .2465,  which  they  also 
determine  as  including  some  fastenings  other  thajn  joints; 
adjusting  Pillsbury’s  figure  to  similar  comparison  the  cost 
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would  be  .272  per  foot  of  single  track;  and  when  removing 
from  his  set  up  materials  not  involved  in  joints,  they  ob¬ 
tain  the  following  cost :  For  joint  plates  .207 ;  for  joint 
bolts  .007;  or  a  total  of  .214,  as  used  in  their  betterment 
consideration  for  said  job. 

354  (R.  1763)  Therefore,  the  witness  said,  it  is  evident 

that  these  differences  occur  due  to  different  methods 
of  arriving  at  base  costs;  in  the  Pillsbury  application  only 
the  joint  and  its  accessories  being  considered,  and  in  the 
Sangster  case  the  joint,  accessories  and  other  rail  fasten¬ 
ings  being  considered. 

The  witness  was  asked  by  Commissioner  Hartman  at 
Record  1668  if  he  could  take  a  substantial  retirement  out 
of  the  retirements  in  December,  1927  amounting  to  $16,273, 
and  show  the  basis  on  which  the  estimates  were  made.  The 
witness  states  one  of  the  entries  made  in  December,  1927, 
covering  retirements,  which  aggregated  $16,273,  was  for 
the  estimated  original  cost  of  32  G.  E.  No.  1000  motors 
scrapped,  $13,907.52.  That  the  estimated  original  cost  of 
said  motors  was  obtained  from  an  inventory  of  equipment 
made  up  by  the  Company  dated  December  31,  1908  (which 
he  prepared  himself  from  the  best  data  then  available  as 
to  the  costs  of  equipment)  which  shows  the  price  of  a  double 
equipment  (2  motors)  of  this  type  to  be  $790.20.  One  motor 
would  be  one-half  of  this  amount,  or  $395.10,  to  which  they 
added  10  per  cent  for  hauling,  equipping,  etc.,  $39.51,  mak¬ 
ing  a  total  estimated  original  cost  per  motor  of  $434.61. 
Multiply  by  32,  the  number  of  motors  written  off,  and  that 
leaves  a  total  of  $13,907.52. 

At  this  point  of  the  record  numerous  questions  were 
asked  the  witness  Mr.  Ham,  over  the  objection  and  excep¬ 
tion  of  the  Washington  Railway  &  Electric  Company,  con¬ 
cerning  the  general  rerouting  of  car  lines  in  the  District 
of  Columbia  by  th6  joint  use  of  some  tracks,  and  the  aban¬ 
donment  of  others,  and  it  was  stated  by  the  witness  to  prac¬ 
tically  all  of  these  questions  that  he  could  not  see  any  ad¬ 
vantage,  but  generally  there  would  be  a  great  disadvantage 
to  both  the  public  and  the  Companies,  and  that  the  aban¬ 
donment  of  certain  tracks  could  very  likely  not  be  made 
by  reason  of  the  fact  that  the  existing  bond  issues  were 
involved  and  that  the  holders  of  those  bonds  might  in- 
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tervene  to  protect  their  financial  interests  (RJ1766- 

355  1802).  i 

(R.  1802)  The  witness  said  concerning  his! testi¬ 
mony  re  original  construction  ot*  Great  Falls  car  liotise  in 
1885,  he  has  examined  the  records  of  the  Washington  & 
Great  Falls  Electric  Railway  Company  which  show  that 
construction  of  said  car  barn  took  place  in  the  year!  1896, 
with  minor  additions  in  subsequent  years.  j 

At  the  record  p.  2351-2376,  Chairman  Patrick  asked  the 
witness  Mr.  Ham,  over  the  previous  objections  and  excep¬ 
tions,  numerous  questions  concerning  the  unification  agree¬ 
ment  drawn  up  by  the  Commission  and  submitted  Ito  the 
Railways  for  their  approval. 

Thereupon  Chairman  Patrick  stated  the  Commission  had 
no  further  questions.  j 

The  hearing  came  to  a  conclusion  on  October  7,  1929  and 
the  parties  were  given  an  opportunity  to  file  brief  si 
Respectfully  submitted, 

WASHINGTON  RAILWAY  &  ELECTRIC 
COMPANY,  j 

S.  R.  BOWEN,  ! 

JNO.  S.  BARBOUR,  j 

Attorneys.  ! 

356  In  the  Supreme  Court  of  the  District  of  Columbia. 

Equity.  No.  50619. 

Washington  Railway  &  Electric  Company,  a  Corporation, 

231  14th  St.  N.  W.,  Plaintiff,  j 

vs.  j 

The  Public  Utilities  Commission  of  the  District!  of  Co¬ 

lumbia,  a  Corporation,  and  Mason  M.  Patrick,  Barleigh 
H.  Hartman,  and  William  B.  Ladue,  Constituting  the 
said  Public  Utilities  Commission  of  the  District'  of  Co¬ 
lumbia,  Defendants. 

Appendix.  I 

Objections  Made  and  Exception  Taken  by  the  Washington 
Railway  and  Electric  Company  to  the  Method  of  Pro - 
ceedure  and  Introduction  of  Certain  Evidence,  j 

357  Exception  No.  1. 

Previous  to  the  time  set  for  the  hearing  before  the  Public 
Utilities  Commission  of  the  District  of  Columbia  on  the 
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Application  of  the  Capital  Traction  Company  for  increased 
rates  of  fare  on  its!  lines  (Formal  Case  No.  205)  the  said 
Commission  on  its  own  initiative  made  and  passed  an  order 
No.  756,  dated  June  17,  1929,  making  the  Washington  Rail¬ 
way  and  Electric  Company  and  other  Companies  named 
therein  parties  to  said  hearing  and  also  on  its  own  initia¬ 
tive  made  and  passed  orders,  Formal  Case  No.  205,  Order 
No.  763  and  764,  incorporating  in  said  hearing,  among  other 
matters,  an  investigation  to  determine  the  economies  that 
would  result  from  unified  operation  of  Street  Railway  Com¬ 
panies  in  the  District  of  Columbia,  to  which  both  the  Cap¬ 
ital  Traction  Company  and  the  Washington  Railway  and 
Electric  Company  tiled  written  objections  thereto,  the 
Washington  Railway  and  Electric  Company’s  objections 
being  as  follows  : 

358  Rec.,  page  14: 


Mr.  Bowen:  If  the  Commission  please,  we  wish  to  have 
the  Washington  Railway  &  Electric  Company  and  the 
Washington  Interurban  Railway  Company  accorded  the 
right  to  the  objections  of  the  Capital  Traction  Company 
to  Order  No.  764  and  when  we  come  to  make  our  statement 
we  will  then  state  particularly  the  objection. 

Rec.,  pages  325  to  336  incl. : 

Mr.  Bowen :  If  the  Commission  please,  the  other  day  the 
Capital  Traction  Company,  through  counsel,  offered  an 
objection  to  Order  No.  764.  The  Washington  Railway  & 
Electric  Company  land  the  Washington-Interurban  Rail¬ 
road  Company  united  in  those  objections.  The  Commission 
gave  us  leave  to  file  those  written  objections  later.  We  now 
ask  the  opportunity  of  filing  those  written  objections  with 
the  Commission. 

Chairman  Patrick:  You  wish  to  have  these  objections  in¬ 
corporated  in  the  record,  do  you  not? 

Mr.  Bowen :  Yes,  if  you  please. 

Chairman  Patrick :  That  will  be  done,  Mr.  Bowen. 


(The  objections  are  as  follows:) 
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Before  the  Public  Utilities  Commission  of  the:  District 

of  Columbia.  j 

Formal  Case  No.  205. 

In  re  Applications  of  the  Capital  Traction  Company  for 

Increased  Rates  of  Fare  and  in  Which  the  Washington 

Railway  &  Electric  Company  and  Others  are  Made 

Parties  Thereto. 

I 

Objections  to  Order  No.  764.  I 

! 

With  respect  to  the  order  of  the  Public  Utilities  Com¬ 
mission,  No.  763,  dated  July  15,  1929,  which  directed  an 
investigation  to  determine  economies  that  | would  re- 
359  suit  from  unified  operation  of  street  railway  com¬ 
panies  in  the  District  of  Columbia,  and  order  No. 
764,  dated  July  23,  1929,  directing  that  said  investigation 
be  made  a  part  of  this  case  now  on  hearing  before  this 
Commission,  the  Washington  Railway  &  Electric  iCompany 
and  the  Washington  Interurban  Railroad  Company  object 
to  said  order,  No.  764,  for  the  following,  amohg  other, 
reasons :  I 

1.  The  applications  for  relief  in  this  case  by  the  Capital 
Traction  Company,  in  which  the  Washington  Railway  and 
Electric  Company  and  the  Washington  Interurban  Rail¬ 
road  Company  have  united,  are  made  in  accordance  with 
the  provisions  of  the  Act  creating  the  Public  Utilities  Com¬ 
mission,  and  are  based  on  their  present  legal  right  to  now 
receive  a  reasonable  return  on  their  present  fair  value, 
unobscured  bv  assumed  future  conditions,  undetermined 
and  problematical. 

2.  This  Commission  is  without  jurisdiction  to  copsolidate 
such  an  inquiry  with  the  matters  and  things  involved  in 
this  proceeding. 

3.  That  it  would  be  unjust,  unreasonable  and  discrimina¬ 
tory  and  confiscatory  of  the  property  of  these  companies, 
and  violative  of  their  rights  under  the  Constitution  of  the 
United  States  to  delay  the  granting  of  the  relief  to  which 
they  are  entitled  under  the  law  at  this  time,  and  under 
existing  conditions  until  the  Commission  completes  a  pro¬ 
posed  inquiry  as  to  the  probable  results  of  some ,  untried, 
unstated,  unformulated  and  purely  hypothetical  method  of 
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unification  and  operation  of  their  property  with  that  of 
other  utilities  within  the  District  of  Columbia,  the  results 
of  which  must  be  wholly  conjectural  and  speculative. 

4.  The  Commission  has  not  pursued  the  methods  required 
by  law,  and  especially  by  paragraphs  45  and  46  of  the  Pub¬ 
lic  Utilities  Commission  Act  of  the  District  of  Columbia, 
necessary  to  give  it  jurisdiction  to  conduct  a  formal  hear¬ 
ing  on  the  subject  contemplated  by  said  order. 

360  5.  The  said  investigation  of  the  economies,  if  any, 
that  might  result  from  such  unified  operation  and 

any  evidence  which  might  be  offered  based  upon  the  result 
of  such  investigation  are  and  would  be  incompetent,  irrele¬ 
vant,  immaterial  and  impertinent  to  the  matters  and  ques¬ 
tions  to  be  considered  under  the  pleadings  herein;  Such 
unified  operation  of  street  railway  companies  not  being  pro¬ 
vided  for,  authorized  or  required  by  existing  law. 

6.  The  applications  for  increased  rates  of  fare  now  pend¬ 
ing  before  the  Commission  are  based  on  actual  existing 
conditions  and  failure  of  existing  rates  of  fare  under  exist¬ 
ing  conditions  to  earn  a  reasonable  return  on  the  fair  value 
of  the  property  used  and  useful  for  street  railway  opera¬ 
tions  in  the  District  of  Columbia,  and  the  result  of  any 
investigation  purporting  to  show  conjectural  savings, 
necessarily  undetermined,  hypothetical  and  speculative, 
which  might  be  obtained  through  unified  operation,  and 
any  evidence  of  such  hypothetical  or  speculative  savings 
would  be  irrelevant,  incompetent  and  immaterial  to  the 
matters  and  questions  to  be  considered  under  the  pleadings 
herein,  and  its  introduction  or  consideration  by  the  Com¬ 
mission  would  be  in  violation  of  the  legal  rights  of  these 
companies  to  a  present  reasonable  return  upon  their  pres¬ 
ent  fair  value  and  to  a  fair  consideration  of  the  questions 
involved  herein. 

7.  That  an  investigation  to  determine  economies  that 
would  result  from  unified  operations  could  only  show  that 
savings  might,  in  the  opinion  of  some  individual  or  indi¬ 
viduals,  be  effected,  provided  certain  changes  in  routing 
are  made,  and  would  be  speculative  and  not  based  upon  any 

actual  known  facts  or  conditions. 

361  8.  That  the  Commission  cannot,  in  fixing  rates  of 
fare  which  will  result  in  a  reasonable  return  on  the 

fair  value  of  these  companies,  legally  take  into  considera¬ 
tion  conjectural  savings  in  operating  expenses  in  the  future 


! 
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provided  certain  routing  changes  are  made,  unless  and 
until  such  changes  in  routing  are  made  effective;  and  the 
net  savings  therefrom  are  an  accomplished  fact  and  defi¬ 
nitely  determined  and  said  Commission  cannot, !  pending 
such  determination,  legally  refuse,  or  delay  grafting,  the 
relief  to  which  these  companies  are  shown  to!  be  now 
entitled. 

9.  That  any  denial  by  the  Commission  of  the  relief  asked 
for  in  the  application  of  the  Capital  Traction  Company, 
or  any  postponement  of  action  with  respect  thereto,  upon 
the  ground  that  a  prospective  increase  in  net  operating 
revenues  from  unified  operations  might  in  the  future  ob¬ 
viate  the  necessity  for  such  relief,  would  work  irreparable 
injury  to  and  result  in  confiscation  of  the  property  of  the 
Capital  Traction  Company  and  deprive  it  of  its; right  to 
due  process  of  law  and  other  rights  under  the  Constitution 
of  the  United  States,  as  well  as  these  companies.  I 
(Signed)  S.  R.  BOWEN, 

JNO.  S.  BARBOUR, 
“Attorneys  for  Washington  Raihvay 
and  Electric  Company  arid  the 
Washington  Interurhan  Railroad 
Company.” 

I 

I 

Mr.  Barbour:  Mr.  Chairman,  we  understand  |that  the 
objections  have  been  overruled,  and  we  are  excepting  to 
that  ruling. 

Chairman  Patrick :  Certainly,  Mr.  Barbour.  Tliftt  is  dis¬ 
tinctly  understood. 

362  The  reading  of  your  formal  objection,  MrL  Bowen, 
to  this  Order  No.  764  shows  that  in  paragraph  3  you 
bring  up  or  make  a  point  which  the  Commission  feels  has 
not  been  raised  in  the  objections  to  the  same  order  pre¬ 
viously  stated  by  other  counsel. 

You  set  forth  in  your  opinion  that  it  would  be  unjust, 
unreasonable,  and  so  forth,  to  delay  the  granting  of  the 
relief  which  they  and  the  companies  are  entitled  under  the 
law  at  this  time  until  the  Commission  completes  jthe  pro¬ 
posed  inquiry  as  to  the  probable  results  of  some 1  untried, 
unstated,  unformulated  and  purely  hypothetical  method  of 
unification,  and  so  forth. 

The  Commission  desires  to  call  attention  to  the  fact  that 
it  has  not  in  the  course  of  these  proceedings  indicated  any 

j 

I 

i 

i 


308  PUBLIC  UTILITIES  COMMIT.,  D.  C.,  ET  AL.  VS. 

intention  whatever  of  delaying  its  decision  upon  the  re¬ 
quest  of  the  Capital  Traction  Company  for  an  increased 
fare. 

Mr.  Bowen :  If  the  Commission  please,  that  objection  not 
only  covers  what  the  Chairman  has  just  stated,  but  it  is 
meant  to  cover  also  the  point  that  there  is  not  before  the 
Commission  at  this  time,  if  there  is  any  jurisdiction  at  all 
for  the  Commission  to  consider  it,  any  plan  or  method  of 
unifying  the  properties  of  these  utilities;  so  any  questions 
that  might  be  directed  at  the  benefits  or  economies  to  be 
derived  from  a  unification  of  these  properties  would  be 
highly  hypothetical  and  conjectural. 

If,  in  other  words,  there  were  any  plan  or  method  of 
unification  before  the  Commission  showing  how  it  would  be 
possible,  and  in  what  way  to  unite  these  properties,  and 
upon  the  terms  and  conditions,  and  the  compensation  to  be 
accorded  to  each  of  the  companies  or  all  of  the  companies 
affected,  then,  a  witness  might  have  something  upon 
363  which  to  base  an  opinion  or  conclusion.  But  to  ad¬ 
dress  to  a  witness  the  question:  “What,  in  your 
opinion,  would  be  the  result  of  a  unification  of  these 
lines  when  there  is  no  method  or  plan  in  the  mind  of 
the  witness  or  anything  before  the  Commission  upon  which 
they  might  base  that  conclusion  or  opinion,  it  seems  to  me 
is  highly  conjectural  and  hypothetical.  And  that  is  what 
objection  3  intends  also  to  cover,  Mr.  Chairman. 

Mr.  Barbour:  In  that  connection,  Mr.  Chairman,  the 
Commission  is  under  a  misapprehension  in  stating  that 
that  differs  from  the  objections  filed  by  the  Capital  Trac¬ 
tion  Company.  I  think  you  will  find  by  reference  to  Para¬ 
graph  8  of  their  objection  that  almost  identically  the  same 
terms  are  used. 

Chairman  Patrick:  It  is  possible,  Mr.  Barbour.  The 
Commission  was  merely  calling  Mr.  Bowen’s  attention  to 
the  fact  that  this  clause  3  seemed  to  indicate  that  there  had 
been  something  gathered  from  what  has  taken  place  here 
that  the  Commission  intended  to  delay  its  decision  in  this 
matter  until  it  completed  certain  studies.  We  are  going 
to  accept  your  objection  as  offered,  Mr.  Bowen,  but  with  the 
tatment  on  the  part  of  the  Commission  that  it  has  not  as 
yet  indicated  any  intention  of  delaying  its  decision  in  this 
matter. 
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Mr.  Bowen:  While  I  am  on  my  feet,  if  the  Coinmission 
please,  I  would  like  to  amplify  these  objections  concerning 
the  lack  or  want  or  jurisdiction  on  the  part  of  the | Commis¬ 
sion.  We  know  of  no  provision  of  law  whereby  there  could 
be,  against  the  objection  of  these  companies  or  with  their 
consent,  a  complete  unification  of  their  properties.  We 
know  in  the  past  there  have  been  instances  where  there  has 
been  a  joint  use  of  the  facilities  of  these  two  majoj*  railway 
companies  and  where  the  companies  themselves  have  been 
able  to  agree  upon  the  terms  of  that  joint  use.  That 

364  is  the  kind  of  a  joint  use,  we  submit  to  the  Commis¬ 
sion,  that  is  intended  to  be  covered  by  Section  3,  if 

that  is  the  provision  which  may  be  in  the  mind  of  the  Com¬ 
mission.  But  there  is  no  provision  in  the  act  creating  the 
Commssion  that  empowers  or  authorizes  this  Commission 
to  order  any  complete  unification  of  the  lines  of  these  com¬ 
panies. 

In  fact,  in  all  the  opinions  that  have  been  rendered  by 
Counsel  for  the  Commission,  as  I  remember  or  recall  them, 
all  negatives  the  right  or  the  power  existing  on  the  part  of 
this  Commission  to  not  only  order  but  approve  the  terms 
of  a  complete  unification. 

And  a  complete  unification,  after  all,  if  the  Commission 
please,  is  but  another  name  for  a  merger.  Congress  has 
pointed  out  specifically  how  a  merger  might  be  accom¬ 
plished.  The  companies,  in  pursuance  to  that  law,  under¬ 
took  to  make  a  contract,  an  agreement,  which  they  sub¬ 
mitted  for  the  approval  of  the  Commission.  But  the  very 
act  which  calls  for  their  approval  as  a  preliminary  thing 
reserves  in  Congress  itself  the  right  to  approve  the  merger. 

All  of  you  are  familiar  with  what  has  taken  place  with 
respect  to  that  unification  agreement.  You  know  without 
any  necessity  at  this  time  of  my  going  into  the  details  just 
what  is  the  situation  with  respect  to  that  merger  legislation. 

So,  when  we  object  to  the  Commission’s  considering  the 
benefits  to  be  derived  from  a  unification  of  these  properties, 
we  are  merely  saying,  if  the  Commission  please,  that  you 
have  no  jurisdiction  to  consider  those  things,  because  the 
law  does  not  empower  the  Commission  to  order  a  unifica¬ 
tion,  and  there  is  no  law  now  permitting  a  complete  unifi¬ 
cation  or  merger  of  the  properties  of  the  utilities. 

365  Mr.  Clayton :  May  I  ask  a  question  of  counsel  right 
there  t 
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Mr.  Bowen:  Certainly. 

Mr.  Clayton :  Counsel  remembers,  does  lie  not,  that  when 
Colonel  Kutz  was  Chairman  of  the  Commission,  and  I  think 
Major  Newman  and  Mr.  Brownlow  were  his  co-Commis- 
sioners,  that  an  order  was  passed  without  objection,  as  I 
remember  it,  by  any  rail  company,  that  thereafter  any  rail 
extensions  of  either  company  should  be  made  only  if  they 
could  be  used  jointly  by  both  companies. 

Does  counsel  remember  that  order  passed  by  the  Com¬ 
mission?  The  importance  of  it  lies  in  this,  that  it  was  un¬ 
objected  to  by  the  companies  at  that  time. 

Mr.  Bowen:  I  do  not  recall  it.  If  vou  can  at  vour  con- 
venience,  Mr.  Clayton,  get  that  out,  we  would  like  to  see  it. 

Mr.  Clayton:  Yes,  T  will  be  glad  to  do  so. 

Mr.  Bowen :  It  might  be  interesting  to  the  present  mem¬ 
bers  of  the  Commission  to  recall  instances  where  the  ques¬ 
tion  of  extensions  have  come  up. 

That  question  first  came  up,  if  I  remember  correctly,  in 
connection  with  the  application  of  the  Washington  Railway 
and  Electric  Company  to  run  an  extension  down  14th 
Street,  between  F  and  its  line  coming  out  of  E  Street,  and 
then  going  south  on  14th  Street. 

There  was  another  instance  where  the  Commission  or¬ 
dered  an  extension,  known  as  the  Fpsall  Street,  over  near 
Congress  Heights.  I  don’t  know  whether  that  is  right  or 
not. 

The  only  instance  of  joint  use  of  tracks  of  which  I  know 
that  has  come  up  before  the  Commission  was  in  respect  to 
a  request  or  demand  of  the  Housing  Corporation  that  the 
Washington  Railway  &  Electric  Company  extend  its  tracks 
down  here  in  the  vicinitv  of  the  new  Government 
366  buildings  put  up  for  war  purposes  And,  as  a  result 
of  that  demand,  the  Washington  Railway  &  Electric 
Company  presented  an  application  to  the  Commission  ask¬ 
ing  for  the  right  to  jointly  use  certain  tracks  of  the  Cap¬ 
ital  Traction  Company  and  construct  certain  tracks  of  its 
own  on  17th  Street. 

And,  as  you  will  infer  from  what  I  said  previously,  the 
companies  themselves  were  able  to  agree  upon  the  terms 
and  conditions  of  that  joint  use.  But  there  was  never  inti¬ 
mated  at  that  hearing,  nor  has  there  ever  been  intimated, 
that  I  recall  at  any  time,  that  there  is  power  in  the  Com- 
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mission  or  in  the  companies  themselves,  to  come! to  a  com¬ 
plete  unification  of  their  lines. 

! 

Exception  No.  2. 

Rec.,  pages  306  to  311  inch :  j 

i 

At  this  part  of  the  hearing  the  Commission  asked  certain 
questions  dealing  with  the  savings  of  operating  expenses 
that  might  result  from  unified  operation  to  which  both  the 
Capital  Traction  Company  and  the  Washington  Railway  & 
Electric  Company  made  certain  objections  and!  were  al¬ 
lowed  certain  exceptions  as  follows: 

Mr.  Heberlc,  I  am  reading  from  a  hearing  Before  the 
House  Committee  for  the  District  of  Columbia,  60th  Con¬ 
gress,  First  Session,  H.  R.  Resolution  276,  page  $02,  where 
Mr.  Hanna  testified  as  follows: 

u  Unified  operation  of  the  Iran  sport  ion  systehi  will  do 
several  things  that  the  public  are  interested  in.  It  will 
enable  the  routing  of  cars  over  the  lines  of  various  sys¬ 
tems  to  the  best  advantage  of  the  public,  both! from  the 
viewpoint  of  service  and  from  the  point  of  econonjv.” 

367  Do  you  agree  with  Mr.  Hanna  in  that  statement? 

Mr.  Dunlop :  One  moment,  Mr.  Chairman;. 

We  must  object  to  any  consideration  of  the  vinification 
of  lines  in  the  District  of  Columbia  unrelated  to  the  corpo¬ 
rate  exist ance,  as  they  might  problematically  affect  either 
the  revenues  or  the  expenses  of  the  company  or  tjie  income 
available  for  return,  for  the  reason  that  such  unification  of 
lines  is,  in  the  first  place,  now  legally  impossible:  in  the 
second  place,  because  there  is  no  such  existing  unification, 
and,  in  the  third  place,  because  any  computation  which 
might  be  made  or  any  evidence  which  might  be  introduced 
with  respect  to  the  effect  or  possible  effect  of  such  unifica¬ 
tion  upon  our  revenues  or  income  available  for  return 
would  be  speculative  and  problematical,  even  if  such  unifi¬ 
cation  were  possible,  which  at  present  is  not  the  case. 

We  think  it  is  incompetent  and  irrelevant  and  immaterial 
in  this  proceeding,  because  we  are  not  only  entitled  to  have 
the  consideration  of  the  Commission  upon  the  basis  of 
known  and  existing  facts  without  being  affectecl  by  any 
problematical  effects  in  the  future  which  might  result  from 
conditions  which  do  not  now  exist. 

i 
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Vice  Chairman  Hartman:  The  Commission  overrules  the 
objection. 

Chairman  Patrick:  Just  for  the  record,  as  I  have  been 
asking  these  questions  I  am  going  to  ask  the  Vice  Chair¬ 
man  to  preside  over  the  meeting  and  the  rulings  will  come 
from  him. 

Mr.  Dunlop :  I  understand  that  the  Commission  has  over¬ 
ruled  our  objection  and  we  will  note  an  exception. 

Vice  Chairman  Hartman:  An  exception  will  be  noted  on 
the  record. 

Mr.  Barbour:  We  note  the  same  exception  on  behalf  of 
the  Washington  Railway  &  Electric  Company. 

3 68  Mr.  Dunlop:  Note  the  same  exception  on  behalf  of 

the  Washington-Maryland  Railway  Company. 

Vice  Chairman  Hartman:  The  witness  may  answer. 

Mr.  Barbour:  I  would  like  the  record  also  to  show  an 


exception  on  behalf  of  the  Washington  Interurban. 

Mr.  Dunlop:  May  we  have  a  moment  for  conference? 

Vice  Chairman  Hartman:  Certainlv. 

Mr.  Dunlop:  Mr.  Chairman,  I  understand  that  the  wit¬ 
ness  has  been  directed  to  answer  the  question  and  I  would 
like  to  state  that  Mr.  Heberle  is  not  qualified  to  answer 
that  question.  If  the  question  is  to  be  answered  it  should 

be  answered  bv  Mr.  Hanna. 

* 

Vice  Chairman  Hartman :  Do  I  construe  that  properly  as 
a  request  that  the  same  mode  of  procedure  be  pursued  with 
respect  to  this  line  of  questions  that  was  pursued  with 
respect  to  questions  previously  asked  and  that  if  Mr. 
Hanna  or  Mr.  Heberle  feel  that  Mr.  Hanna  can  more  prop¬ 
erly  answer  the  question  he  be  permitted  to  do  so  under 
oath  just  as  he  did  before? 

Mr.  Dunlop:  Yes. 

Vice  Chairman  Hartman:  This  is  agreeable  to  the  Com¬ 


mission. 

Mr.  Dunlop:  It  is  understood,  then,  that  any  question 
that  is  asked  of  Mr.  Heberle,  which  he  cannot  or  is  not 
qualified  to  answer,  it  will  be  asked  of  Mr.  Hanna? 

Vice  Chairman  Hartman:  I  will  go  further  than  that.  I 
do  not  like  “not  qualified  to  answer”,  but  any  question 
which  Mr.  Hanna  would  prefer  to  answer  or  that  Mr.  Heb¬ 
erle  would  prefer  to  have  Mr.  Hanna  answer,  he  may  do 
so. 
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369  Mr.  Dunlop:  It  being  understood,  Mr.  Chairman, 
that  any  questions  with  respect  to  this  matter  with 
respect  to  future  operations  under  the  unified  system, 
under  a  supposed  unified  system,  will  be  subject  tb  our  ob¬ 
jection. 

Vice  Chairman  Hartman:  Certainly,  and  your  objection 
and  exception  will  be  understood  to  run  to  all  of  j  this  line 
of  questions. 

Mr.  Barbour :  That  will  stand  to  all  of  the  parties  to  this 
record  ? 

Vice  Chairman  Hartman :  I  do  not  understand  ithat  anv 

* 

of  the  other  parties  have  yet  made  objection  to  this  ques¬ 
tion.  They  have  taken  exception  to  the  ruling.  !  If  they 
have  made  objection  to  this  question  we  will  have  the  same 
ruling. 

Mr.  Barbour:  Yes,  sir,  we  excepted  on  behalf  of  all  the 
other  companies  involved. 

Vice  Chairman  Hartman:  But  there  was  no  objection  to 
the  question  when  asked.  There  was  an  exception  to  the 
ruling. 

Mr.  Barbour:  Yes. 

Vice  Chairman  Hartman:'  If  you  want  at  this!  time  to 
•  •  •  *  1 
make  objection  to  this  line  of  questions,  the  ruling  will  be 

the  same  on  it  and  the  exception  will  run.  Is  that  what  you 

want  ?  | 

Mr.  Barbour:  We  make  the  same  objection  to  the  ques¬ 
tion  and  note  the  same  exception  to  the  ruling  on  the  ques¬ 
tion  on  behalf  of  all  the  petitioning  companies  named. 


Rec.,  pages  313  to  316  inch : 

Chairman  Patrick:  I  now  read  from  the  testimony  of 
Mr.  J.  R.  Bibbins  before  the  Public  Utilities  Commission  in 
the  matter  of  the  consideration  of  the  unification  agree¬ 
ment  between  the  Washington  Railway  &  Electric  Com¬ 
pany,  Capital  Traction  Company  and  the  Washington 
Record  Transit  Company,  8th  of  March,  1929,  page  899. 

Mr.  Bibbins  savs: 

•/ 

370  “My  estimates  indicate  that  the  unified!  svstem 
with  improved  routing,  car  assignment  and  housing 
will  call  for  about  15  per  cent  less  car  mileage  ithan  at 
present.” 
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Mr.  Hanna,  even  though  you  have  not  checked  entirely  Mr. 
Bibbins’  statement  as  just  quoted,  will  you  indicate 
whether  or  not  vou  are  in  accord  with  it  ? 

Mr.  Hanna:  No,  I  cannot  do  that  without  a  more  defi¬ 
nite — 

Mr.  Dunlop:  Mr:  Chairman,  we  object  to  that  question, 
not  only  for  the  reasons  indicated,  as  applying  to  all  of  this 
line  of  questions,  but  also  because  it  is  not  a  statement  of 
Mr.  Hanna’s,  but  a  statement  of  Mr.  Bibbins,  who  is  not 
present,  and  it  is  not  the  proper  way  to  introduce  Mr.  Bib- 
bins’  testimony. 

Vice  Chairman  Hartman:  The  same  question  could  be 
asked  of  Mr.  Hanna  merely  by  asking  his  opinion,  could  it 
not,  and  then  it  would  not  be  subject  to  your  objection?  In 
other  words,  this  question  asks  of  Mr.  Hanna  his  opinion. 

Have  you  any  objection  to  his  giving  his  opinion  as  to 
the  saving? 

Mr.  Dunlop:  I  first  would  like  to  have  a  ruling  on  this 
objection. 

Vice  Chairman  Hartman :  I  am  asking  vou  the  ground 
of  your  objection,  Mr.  Dunlop. 

Mr.  Dunlop:  I  am  objecting  because  it  is  not  the  proper 
way  to  get  Mr.  Hanna’s  opinion,  if  that  is  the  purpose  of 
the  question. 

Vice  Chairman  Hartman:  Will  you  state,  please,  what 
in  the  form  of  the  question  you  object  to? 

Mr.  Dunlop:  Read  the  question. 

(Question  read.) 

371  Mr.  Dunlop:  Mr.  Chairman,  we  object  because  this 
is  not  the  proper  way  in  which  to  get  Mr.  Bibbins’ 
testimony  into  the  record  in  this  case.  It  is  an  indirect 
effort  to  get  Mr.  Bibbins’  testimony  in  here.  We  object  to 
it  for  that  reason. 

Chairman  Patrick:  Mr.  Dunlop,  I  just  withdrew  the 
question. 

Mr.  Hanna,  have  you  made  any  study  whatever  as  to 
possible  savings  due  to  improved  routing,  car  assignment 
and  housing? 

Mr.  Hanna :  No,  sir,  not  in  detail. 

Mr.  Dunlop:  Irrespective  of  any  answer  that  Mr.  Hanna 
may  make  or  be  able  to  make  to  that  question  we  object  to 
it  on  the  ground  that  it  is  irrelevant  to  this  proceeding. 
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Vice  Chairman  Hartman:  That  objection  has  bben  ruled 
on  before  and  the  present  ruling  of  the  Commission  is  the 
same  as  it  was  before. 

Mr.  Dunlop :  And  our  same  exception  noted. 

Vice  Chairman  Hartman:  You  have  an  exception  running 
to  all  of  this. 

i 

Mr.  Barbour:'  I  understand  the  former  exception  really 
applies  to  all  of  this. 

Mr.  Dunlop:  Then  he  may  answer  subject  to  the  excep¬ 
tion. 

Exception  No.  3. 

! 

At  this  part  of  the  hearing  the  Commission  psked  cer¬ 
tain  questions  dealing  with  the  savings  in  operating  costs 
without  a  merger  of  the  transportation  agencies,  merely 
bv  joint  operation  to  which  both  the  Capital  Traction  Com¬ 
pany  and  the  Washington  Railway  and  Electric  Company 
made  certain  objections  and  were  allowed  certain  excep¬ 
tions  as  follows : 

Rec.,  pages  317  to  321  inch:  j 

372  Chairman  Patrick:  Mr.  Hanna,  in  youif  opinion, 
can  there  be  some  saving  in  operating  costs  without 
a  merger  of  these  transportation  agencies,  merely  by  joint 
operation? 

Mr.  Dunlop:  If  the  Chairman  please,  that  is  a; little  dif¬ 
ferent  question,  not  applying  to  joint  operation  a  si  the  other 
did,  and  we  make  the  same  objection  on  the  same  grounds 
and  for  Hie  reason  that  no  specific  joint  operations  are  con¬ 
templated  or  indicated,  and  for  the  reasons,  as  previously 
stated,  that  such  savings,  if  any,  would  be  speculative  only 
and  problematical  and  not  based  upon  any  existing  condi¬ 
tions. 

Vice  Chairman  Hartman:  Do  I  understand  your  objec¬ 
tion  in  this  case  to  include  the  objection  you  mgde  before 
that  the  matter  could  not  be  legally  done? 

Mr.  Dunlop:  Yes,  that  it  could  not  be  legally  done. 

Vice  Chairman  Hartman:  Objection  overruled. 

Mr.  Dunlop :  I  will  withdraw  that,  Mr.  Chairman,  if  you 
please. 

I  would  like  a  ruling  first  on  my  objection  as  stated  and 
then  I  will  state  the  question  as  to  the  value  and^  make  the 
other  objection  afterward. 


i 
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I  would  like  to  have  the  two  object  ions  and  exceptions 
separate. 

Vice  Chairman  Hartman:  Your  objection  as  stated  said 
it  was  on  the  same  basis  as  the  other.  If  you  will  make 
your  objections  with  the  separation  then  I  can  rule  on  them. 

Mr.  Dunlop:  I  did  not  state  in  my  objection  here  any¬ 
thing  about  the  legal  possibility. 

Vice  Chairman  Hartman:  If  that  is  all  you  want  left 
out,  the  Commission  overrules  the  objection  as  now  stated. 

Mr.  Dunlop :  Exception  is  noted. 

Vice  Chairman  Hartman:  Exception  noted. 

Mr.  Dunlop:  Now,  if  you  will  ask  the  other  question. 

Mr.  Barbour:  The  same  objection  and  same  ex- 
373  ception  are  repeated  on  behalf  of  the  Washington 
Railway  &  Electric  Company  and  its  subsidiaries 

here. 

Vice  Chairman  Hartman :  The  record  may  so  show. 

Mr.  Dunlop:  Now  we  object  to  it  also  because  there  is 
no  legal  ground  upon  which  any  such  joint  operations  which 
would  result  in  savings  or  in  definite  savings - 

Vice  Chairman  Hartman:  I  would  like  to  get  definitely 
the  grounds  for  your  objection  there.  Is  it  that  this  Com¬ 
mission  is  without  jurisdiction  over  the  routing  of  cars? 

Mr.  Dunlop:  No. 

Vice  Chairman  Hartman:  Is  it  that  this  Commission 
under  Section  3  of  the  Act  is  without  jurisdiction  over  joint 
use  of  facilities? 

Mr.  Dunlop:  It  is  for  the  reason,  amongst  other  things, 
that  it  is  impossible  to  tell  whether  the  Commission  would 
have  jurisdiction  over  the  rerouting  of  cars  under  Section 
3  until  the  Commission  indicated  what  rerouting  or  other 
joint  operations  were  contemplated. 

Vice  Chairman  Hartman:  With  that  explanation  the 
Commission  will  have  to  overrule  the  objection. 

Mr.  Dunlop:  And  we  will  note  an  exception. 

Vice  Chairman  Hartman :  Exception  may  be  noted. 

Mr.  Dunlop :  I  understand  that  the  question  now  put  has 
reference  to  paragraph  3  of  the  Act  of  Congress  entitled 
An  Act  of  Congress  known  as  the  Law  creating  the  Public 
Utilities  Commission  of  the  District  of  Columbia. 

Vice  Chairman  Hartman:  The  question  was  not  so  lim¬ 
ited. 
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Mr.  Dunlop :  I  think  that  reference  was  made  to  Section  3. 
Vice  Chairman  Hartman :  Only  in  my  asking  you  for  the 
ground  of  objection.  There  is  no  reference  to  Section  3 
in  the  question. 

374  Mr.  Dunlop:  Well  in  so  far  as  Section  1 3  is  con¬ 
cerned  it  could  only  possibly  apply  in  connection  with 

paragraph  3.  We  object  to  this  portion  of  the  question  for 
the  reason  that  there  is  nothing  in  the  question  to  indicate 
that  the  joint  use  of  trackage  or  facilities  as  indicated  by 
the  question  comes  within  the  provisions  of  any  existing 
law. 

Vice  Chairman  Hartman:  Objection  overruledl 
Mr.  Dunlop:  Exception. 

Vice  Chairman  Hartman :  Exception  noted. 

The  witness  may  answer.  | 

Mr.  Barbour:  The  same  applies  to  all  these  companies, 
the  Washington  Railway  &  Electric  and  its  subsidiaries. 

Vice  Chairman  Hartman:  I  assume  the  first  one  ran  to 
all  of  them  and  this  is  just  a  repetition. 

At  this  part  of  the  hearing  the  Commission  offered  in 
evidence  certain  excerpts  from  the  record  in  formal  case 
No.  201,  and  after  their  introduction  the  following  accrued 
(Rec.  pg.  381).  ! 

Chairman  Patrick:  At  this  time  the  Commission  offers 
in  evidence  excerpts  from  the  record  in  formal  case  No. 
201,  which  excerpts  will  be  enumerated  by  Vice  Chairman 
Hartman. 

Vice  Chairman  Hartman :  Page  10,  lines  1  to  10. 

Page  22,  line  16  to  page  23  line  7.  ! 

Page  39,  lines,  6  to  19.  j 

Page  41,  lines  6  to  20.  j 

Page  52,  lines  1  to  3. 

Page  56,  lines  6  to  9.  j 

Page  58,  lines  15  to  17.  j 

Page  72,  line  7  to  page  73  line  14.  j 

Page  100,  line  12  to  page  101,  line  16. 

Page  103,  lines  3  to  9.  j 

Page  106,  lines  12  to  17.  ! 

375  Page  197,  line  6  to  page  198,  line  1.  j 
Page  208. 

Page  218,  lines  15  to  19. 


318 


PUBLIC  UTILITIES  COMMIT.,  D.  C.,  ET  AL.  VS. 


Page  226,  lines  2  to  6. 

Page  229,  lines  9  to  15. 

Page  232,  lines  16  to  19. 

Page  236,  lines  3  to  6. 

Page  244,  lines  2  to  6. 

Page  248,  line  16  to  page  249,  line  13. 

Page  292,  lines  13  to  19. 

Page  297,  line  8  to  page  312,  line  13. 

Page  316,  line  16  to  page  317,  line  10. 

Pages  323  and  324. 

Page  495,  line  11  to  page  496,  line  5. 

Page  501,  line-  4  to  12. 

Pages  508  and  509. 

Page  522,  lines  3  to  20. 

Pages  557  to  559. 

In  all  instances  the  line  numbers  are  both  inclusive. 

It  is  probable  that  some  of  these  that  we  are  asking  to 
take  in  will  be  incorporated  in  evidence  offered  by  the 
others. 

Mr.  Barbour:  Mr.  Chairman,  we  would  like  to  reserve  the 
right  after  we  can  have  scanned  this  testimony  to  formu¬ 
late  any  objections  that  we  see  proper  to  make. 

376  Exception  No.  4. 

Rec.,  pages  494  to  517 : 

At  this  part  of  the  hearing  the  Commission  heard  certain 
arguments  upon  a  motion,  filed  on  behalf  of  the  Citizen’s 
Associations,  that  the  Washington  Rapid  Transit  Company 
be  made  a  party  to  the  proceedings  and  at  page  513  the  fol¬ 
lowing  accrued. 

Rec.,  pages  513  to  515  incl. : 

Mr.  Dunlop:  Mr.  Chairman,  I  presume  that  the  parties 
to  this  proceeding,  the  Capital  Traction  Company  as  well 
as  the  Washington  Railway  &  Electric  Company,  would 
have  a  right  to  be  heard  on  this  question  of  making  the 
Washington  Rapid  Transit  Company  a  party  to  the  pro¬ 
ceedings.  As  far  as  the  Capital  Traction  Company  is  con¬ 
cerned  we  do  not  care  to  argue  the  matter  but  w^e  do  wish 
to  have  the  record  show  that  we  object  to  their  being  made  a 
party  because  the  matter  is  unrelated  to  the  application 
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of  the  Capital  Traction  Company  which  is  under  consider¬ 
ation. 

Mr.  Barbour:  Mr.  Chairman,  on  behalf  of  the  Washing¬ 
ton  Railway  &  Electric  Company  and  its  affiliated  com¬ 
panies  parties  to  this  suit  we  enter  the  same  objection  and 
by  way  of  supplement  of  what  Mr.  Dunlop  has  said  and  re¬ 
ferring  to  the  one  ground  advanced  by  the  People’s  Coun¬ 
sel  for  bringing  this  Company  in,  which  he  stated  was  the 
ground  of  valuation,  while  of  course  the  question  of  valua¬ 
tion  is  always  incident  to  a  rate  hearing,  the  valuation  of  a 
company  contemplated  by  this  statute  is  certainly  not  a 
joint  proceeding  or  a  general  congregation  of  all  the  utili¬ 
ties  in  this  Commission  for  the  purpose  of  valuation. 

Under  Section  6  and  the  following  sections  of  the  Public 
Utilities  Act  it  is  very  clear  that  the  valuations  contemplated 
by  those  proceedings  are  individual  valuations,  and 
377  each  company  itself  is  to  have  notice  of  its  valuation 
after  the  Commission  has  made  a  tentative  valuation 
of  its  own,  and  it  is  gone  into  as  an  independent  proceed¬ 
ing,  and  it  would  be  in  my  view  violative  of  every  provision 
and  every  intent  of  the  statute  to  contemplate  such  a  pro¬ 
cedure  as  my  friend  Fleharty  seems  to  contemplate,  that 
this  Commission,  as  incident  to  a  rate  hearing,  shall  take 
up  the  question  of  the  inclusive  valuation  of  every  company 
here. 

Something  has  been  said  about  they  ought  to  bring  the 
Rapid  Transit  Company  into  this  because  the  Washington 
Railway  &  Electric  Company  has  been  brought  jinto  it. 
In  my  view  it  was  essential  to  bring  the  Washington  Rail¬ 
way  &  Electric  Company  into  this  proceeding  because  no 
order  entered  by  this  Commission  in  respect  to  the  fares 
of  the  Capital  Traction  Company  could  be  made  that  did 
not  affect  the  fares  of  the  Washington  Railway  &  Electric 
Company. 

From  the  very  inception,  and  I  think  from  t}me  im¬ 
memorial,  certainly  from  the  time  there  have  been  the  rail¬ 
way  companies  here,  under  action  of  Congress  and  down  to 
this  time  there  have  been  uniform  fares.  Not  only  uniform 
fares,  but  all  companies  authorized  by  this  Act  were  re¬ 
quired  by  the  Act  of  Congress  to  issue  interchangeable 
tickets  good  in  the  service  of  all  other  companies  chartered 
by  Congress,  all  street  railway  companies.  So  that  the 
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very  fact  whether  you  raise  the  fare  or  lower  the  fare  or 
gave  a  different  fare  or  uniform  fare,  every  order  affect¬ 
ing  one  street  railway  company  in  the  District  of  Columbia 
necessarily  under  those  provisions  involves  the  fares  of 
every  other  street  railway  company  in  the  city  of  Wash¬ 
ington. 

378  Exception  No.  5. 

At  this  part  of  the  hearing  the  Commission  permitted 
to  be  heard  a  complaint  from  residents  of  Woodley  Road 
asking  for  a  rerouting  of  a  certain  bus  line  and  a  complaint 
from  residents  of  Glover  Park  asking  for  an  extension  of 
the  Burleith  Bus  to  w’hich  the  Washington  Railway  and 
Electric  Company  made  certain  objections  and  were  al¬ 
lowed  certain  exceptions  as  follows: 

Rec.,  pages  775  to  784  inch: 

Chairman  Patrick:  The  Meeting  will  please  come  to  or¬ 
der.  The  Secretary  will  read  the  order  relating  to  the 
matter  that  we  are  going  to  consider  this  afternoon. 
Secretary  Fisher  (reading) : 

“Public  Utilities  Commission  of  the  District  of  Columbia. 

Order  No.  765. 

1  July  27,  1929. 

Formal  Case  No.  205. 

In  the  Matter  of  an  Investigation  to  Determine  the  Econ¬ 
omies  That  Would  Result  from  the  Unified  Operation  of 
Street  Railway  Companies  in  the  District  of  Columbia 
and  the  Probable  return  under  Rates  of  Fare  Other  Than 
That  Requested  by  The  Capital  Traction  Company,  the 
Investigation  to  Include  the  Operation  of  Busses  and 
Charge  for  Transfers  and  Transfer  Arrangements. 

“Ordered: 

“(1)  That  the  petition  filed  with  the  Public  Utilities 
Commission  by  several  residents  of  Woodley  Road  asking 
that  the  Woodley  Road  Bus  Line,  operated  by  the  Wash¬ 
ington  Railway  and  Electric  Company,  be  routed  through 
Cathedral  Avenue  between  Connecticut  Avenue  and  27th 
Street,  Northwest,  instead  of  Woodley  Road,  be  and  the 


321 


THE  CAPITAL  TRACTION  COMPANY  ET  AL, 

I 

i 

i 

same  is  hereby  made  a  part  of  the  rate  case  of  ^lie  Capital 
Traction  Company,  said  case  being  identified  in;  the  files  of 
the  Commission  as  Formal  Case  No.  205.1 

379  “(2)  That  a  petition  filed  by  the  Glover  Park 
Citizens’  Association  asking  that  the  Biprleith  Bus 

Line,  operated  by  the  "Washington  Railway  and  Electric 
Company,  be  extended  and  that  improved  car  I  service  be 
given  on  the  Wisconsin  Avenue  car  line  is  al$o,  by  this 
order,  made  a  part  of  Formal  Case  No.  205.  i 
“  (3)  That  the  result  of  investigations  in  connection  with 
these  petitions  will  be  heard  by  the  Public  Utilities  Com- 
misson  following  the  submission  of  evidence  by  the  petition¬ 
ing  companies  and  others  at  interest  at  the  public  hearing 
commencing  July  29,  1929,  but  will  not  be  heard  prior  to 
August  7,  1929.  I 

“(4)  That  this  order  become  effective  immedliately  and 

remain  in  force  until  otherwise  ordered  by  the  Commis- 

•  % %  | 
sion.” 

j 

Chairman  Patrick:  We  will  take  up  first  the  matter  of 
change  of  routing  of  the  bus  line  on  Woodley  Road,  and  I 
ask  all  those  who  are  interested  and  who  desire  to  make 
statements  or  take  part  in  the  discussion  to  give  their 
names  to  the  Reporter  and  enter  their  appearance  in  the 
regular  way.  j 

Mr.  Driscoll:  My  name  is  A.  J.  Driscoll,  2651j  Woodley 
Road,  appearing  for  the  property  owners  on; Woodley 
Road,  both  sides  of  the  street  between  Connecticut  Ave¬ 
nue  and  27th  Street;  and  also  Honorable  Percy  E.  Quinn, 
Representative  from  Mississippi.  j 

Mr.  Bowen:  If  the  Commission  please,  I  might  say  in  be¬ 
half  of  the  Washington  Railway  &  Electric  Company,  we 
have  no  desire  to  be  captious  or  to  raise  merely  technical 
objections  to  procedure,  but  we  think  the  matter  of  con¬ 
solidating  foreign  matters  with  the  petition  of  the  Capital 
Traction  Company  for  an  increase  in  the  rate  of  fore  is  not 
in  accordance  with  the  provisions  of  the  Public  !  Utilities 
Act,  as  we  understand  them.  And  if  it  were  not  that  a 
fundamental  matter  of  procedure  were  involved,  \ye  would 
not  take  up  the  time  of  the  Commission  at  this  time 

380  in  interrupting  the  proceedings.  Ever  since  the 
Public  Utilities  Act  was  established,  the  Commis- 

I 
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sion  has  held  separate  hearings  for  each  separate  matter. 
I  do  not  mean  to  say  that  the  Commission  has  not  set  down 
several  matters  for  the  same  day  to  be  taken  up  as  the  Com¬ 
mission  could  conveniently  take  them  up.  But  I  know  of 
no  case  before  where  the  Commission  has  consolidated  un¬ 
related  matters  under  one  proceeding.  Now,  you  can  see 
the  disadvantage  that  might  accrue  from  such  a  procedure. 
Supposing  appeal  is  taken  by  any  interested  party  in  any 
one  of  these  several  matters.  The  Public  Utilities  Act  di¬ 
rects,  I  think  in  Paragraph  52,  or  thereabouts,  that  the 
Commission  shall  certify  to  the  court  the  full  transcript  of 
the  record.  Now,  suppose  some  citizen  is  dissatisfied  with 
the  order  of  the  Commission  in  the  matter  that  the  Com¬ 
mission  is  now  about  to  take  up,  and  suppose  he  takes  an 
appeal  to  the  Court,  and  under  the  law  the  Supreme  Court 
of  the  District  of  Columbia  has  all  the  powers  of  modifica¬ 
tion  that  the  Commission  has.  It  is  unlike  the  situation 
prevailing  as  to  the  Interstate  Commerce  Commission, 
Public  Service  Commission  of  Maryland,  and  other  juris¬ 
dictions,  in  that  the  Supreme  Court  of  the  District  has  the 
power  to  make  any  kind  of  an  order  it  might  deem  proper 
under  the  evidence  in  a  case,  and  it  is  not  restricted  to 
merely  affirming  an  order  or  reversing  it  and  sending  it 
back  to  the  Commission.  And  it  is  for  these  reasons  that 
we  feel  it  is  not  to  be  a  mere  slave  to  precedent  to  ask  that 
the  Commission  separate  these  unrelated  matters.  I  really 
believe  that  if  they  are  not  done,  there  will  be  instances 
arising,  if  this  is  to  be  a  suggestion  as  to  how  matters  in 
the  future  shall  be  treated,  there  will  be  cases,  no  doubt, 
when  there  will  be  points  made  that  will  embarras-  the 
Commission  in  the  matter  of  consolidating  unrelated 
matters. 

381  Now  we  aTe  familiar  with  the  rules  and  prac¬ 
tices  in  the  court  here,  where  we  will  say,  for  in¬ 
stance,  there  are  two  or  three  suits  arising  out  of  an  acci¬ 
dent.  One  suit  might  be  filed  against  one  particular  rail¬ 
road  company  and  other  suit  against  another  railroad  com¬ 
pany.  If  the  facts  in  each  case  are  the  same,  it  is  not  un¬ 
usual  for  the  Court  to  consolidate  those  causes  for  trial 
at  the  same  time.  But  I  know  of  no  rule  in  the  courts,  I 
know  of  no  practice  anywhere,  that  would  permit  the  courts 
to  join  in  one  case  a  suit  involving  an  accident  at  9th  and 
F  Streets  with  a  suit  involving  an  accident  at  9th  and  P 
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Streets,  and  particularly  where  there  are  not  the  identi¬ 
cally  same  parties  involved.  The  people  involyed  in  this 
particular  complaint  belong  to  a  local  community.  They 
are  not  interested  in  the  particular  complaint  made.  They 
are  not  interested,  I  take  it,  in  whether  the  Capital  Trac¬ 
tion  Company  gets  an  increase  or  not.  And  it  they  did 
choose  to  take  an  appeal  from  the  order  of  the  Commission, 
and  you  would  be  required  to  send  the  record  to  the  Su¬ 
preme  Court,  what  kind  of  a  record  will  you  sefld  up? 

Those  are  the  things  which  trouble  us,  and,  as  I  say,  I 
do  not  make  this  just  to  be  captious,  but  I  really  believe 
the  matter  should  be  referred  to  the  general  couiisel  of  the 
Commission  for  a  ruling  on  this  particular  matter. 

Commissioner  Hartman :  In  view  of  Paragraph  32  which 
says  the  Commission  may  make  its  own  rules  of  practice, 
why  should  there  be  any  necessity  for  referring  it  outside? 

Mr.  Bowen:  If  the  Commission  please,  while  this  Com¬ 
mission  has  the  right  to  make  rules  of  procedure,  these 
rules  of  procedure  cannot  violate  or  take  away  the  rights 
of  parties,  any  more  than  the  court,  which  has|  inherent 
jurisdiction  to  make  rules,  can  take  away  the  rights  of  suit¬ 
ors  before  the  court.  I  take  it  what  is  meant  by  that  power 
to  make  rules  is  rules  to  expedite  a  hearing,  to  sef  the  time 
for  hearings,  the  nature  of  a  cause  that  shall  be  filed, 
382  and  so  forth,  but  I  do  not  think  there  lodges  in  the 
power  of  this  Commission  any  right  whatsoever  to 
take  away  the  rights  of  an  individual  or  interested  party 
in  these  matters. 

Commissioner  Hartman:  You  are  not  raising  the  point 
of  due  notice,  are  you? 

Mr.  Bowen:  No,  sir,  Mr.  Commissioner.  I  qnly  urge 
this  upon  you,  thinking  you  can  serve  your  purposes,  just 
as  well,  if  I  may  be  permitted  to  so  suggest,  and  do  not 
understand  I  am  in  any  way  undertaking  to  do  niore  than 
express  a  conviction  that  we  feel  about  this  procedure — if 
you  did  have  several  hearings  on  the  same  date^  you  un¬ 
doubtedly  have  the  right  to  schedule  them,  after  proper 
notice  is  given  and  take  them  up  and  interrupt  one  pro¬ 
ceeding.  But  the  point  we  are  making  is  it  would;  be  more 
orderly  and  more  in  accordance  with  the  past  policy  of  the 
Commission,  and  more  in  accordance  with  what  we  feel  is  a 
fair  interpretation  of  the  Public  Utilities  Act,  to  give  this 
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matter  a  separate  hearing  and  make  it  separate  and  dis¬ 
tinct  from  the  application  of  the  Capital  Traction  Com¬ 
pany. 

Commissioner  Hartman:  Right  on  that  point,  Mr. 
Bowen,  is  it  true  that  in  Formal  case  No.  201,  your  Hill- 
crest  matter  was  joined  with  that  case  by  the  old  Commis¬ 
sion? 

Mr.  Bowen:  I  would  not  dispute  the  Commissioner’s  in¬ 
formation,  because  he  must  speak  from  the  facts,  but  even 
if  it  were  so,  I  think  it  was  an  error  to  have  done  so. 

Mr.  Clayton:  I  do  not  want  to  rush  in  in  combatting 
Mr.  Bowen’s  position,  but  I  think  he  has  lost  track  or  sight 
of  the  second  order  of  the  Commission  in  this  case,  which 
was  a  general  survey  of  traffic  conditions.  That  is  in  this 
case.  In  other  words,  I  think  he  spoke  more  from  the 
viewpoint  of  the  Capital  Traction  Company’s  petition.  It 
has  been  broadened  considerably  by  the  second  order, 
which,  it  seems  to  me,  under  that,  if  under  no  other 
383  rule  of  procedure,  it  properly  follows  here  is  a  case 
which  would  fall  in  this  case. 

Mr.  Bowen:  Don’t  overlook,  Mr.  Clayton,  that  the  com¬ 
panies  have  objected  to  joining  in  the  petition  of  the  Capi¬ 
tal  Traction  Company  the  question  as  to  unification  of 
routings  of  lines  of  the  street  railway  companies.  That 
is  already  a  matter  of  objection. 

Mr.  Clayton:  The  other  objection,  that  these  Burleith 
or  Woodley  Road  people  might  be  embarrassed  if  they 
wished  to  take  an  appeal,  I  will  say  I  do  not  think  either 
of  them  have  in  mind  an  appeal  from  the  decision  of  this 
Commission  at  any  time. 

Commissioner  Hartman:  Would  you  mind  putting  your 
statement  on  the  record,  Mr.  Gorrell? 

Mr.  Correll:  I  am  representing  the  Burleith  Citizens’ 
Association,  and  I  want  to  get  this  before  the  Commission, 
if  I  may.  Burleith  is  a  community,  as  you  know,  which  is 
almost  isolated  from  transportation  lines.  It  is  about 
three  blocks  from  the  center  of  our  community  over  to  the 
Wisconsin  Avenue  car  line. 

Chairman  Patrick:  Let  me  interrupt  you  a  moment.  We 
have  not  yet  acted  upon  Mr.  Bowen’s  objection,  so  it  is  not 
time  for  a  statement  of  that  kind.  You  were  asked  for  a 
answer  to  the  question  as  to  whether  or  not  you  expected 
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to  take  that  appeal  from  the  decision  of  the  Cpmmission. 
If  you  can  answer  that,  all  right.  j 

Mr.  Gorrell:  So  far  as  I  know,  we  do  not  expect  to  take 
any  appeal. 

Mr.  Driscoll:  And  we  do  not. 

Mr.  Ham:  Mr.  Chairman,  before  rendering  a  decision,  I 
would  like  to  say  one  word.  I  spoke  to  the  members  of  the 
Commission  about  making  these  separate  causes  rather 
than  consolidating  them  with  the  larger  case.  Now, 
384  may  I  ask  if  the  Commission  feels  it  can  render  a 
decision  oh  these  two  matters  prior  to  its  decision 
of  the  main  cause. 

Chairman  Patrick:  Mr.  Bowen’s  objection  is  Overruled. 

The  answer  to  Mr.  Ham’s  question  is  this:  At  least  one 
of  these  two  matters  was  taken  up  with  the  understanding 
that  it  was  the  desire  of  the  Washington  Railway  &  Elec¬ 
tric  Company  to  have  it  considered  at  an  early  date.  As  to 
whether  or  not  the  Commission  will  render  its  decision  con¬ 
cerning  them:  If  requested  to  do  so,  we  will  give;  out  a  de¬ 
cision  as  soon  as  possible;  if  not,  we  will  withhold  it  until 
we  see  fit  to  promulgate  it. 

Mr.  Bowen:  You  will  allow  us  an  exception  to  the  ruling 
of  the  Commission? 

I 

Chairman  Patrick:  Yes,  sir,  your  exception  is  noted,  Mr. 
Bowen. 

Exception  No.  6.  j 

At  this  part  of  the  hearing  the  Commission  introduced 
a  form  of  a  unification  agreement  and  requested  the  wit^ 
ness,  Mr.  Ham,  to  state  whether  he  or  his  company  would 
be  willing  to  become  parties  thereto,  to  which  tljie  Wash¬ 
ington  Railway  and  Electric  Company  made  certain  objec¬ 
tions  and  were  allowed  certain  exceptions  as  follows: 

Rec.,  pages  1421  and  1422 : 

Commissioner  Ladue:  The  Commission,  holding  this 
same  view,  has,  therefore,  prepared  a  form  of  unification 
agreement,  a  copy  of  which  I  will  now  hand  you,  and  I  will 
ask  you  whether  you  and  your  company  would  be  willing 
to  become  parties  thereto,  subject  to  any  minor  modifica¬ 
tions  to  which  this  Commission  can  agree  ? 

In  explanation  of  that  draft,  I  would  like  to  say 
that  so  far  as  this  draft  deals  with  the  capital  struc- 
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ture  of  the  unified  company  and  the  division  of  its  stock 
between  the  two  existing  companies,  this  Commission,  in 
order  to  make  the  draft  complete,  has  merely  inserted  pro¬ 
visions  which  were  apparently  acceptable  to  the  street  rail¬ 
way  companies  when  a  merger  was  discussed  some  little 
time  ago.  In  one  of  these  provisions  the  Commission  has 
suggested  a  slight  change. 

The  original  of  this  document  has  already  been  intor- 
duced  in  the  record  and  is  marked  for  identification  as 
Exhibit  No.  98. 

Mr.  Bowen :  Colonel,  if  you  will  allow  me  at  this  time  to 
interpose  an  objection  on  the  record  to  questions  of  this 
kind,  and  if  the  Commission  requires  the  witness  to  an¬ 
swer,  may  it  be  understood  our  objection  runs  to  all  the 
answers  of  the  witness  on  that  subject,  so  as  not  to  make 
it  necessary  to  object  to  every  particular  question  on  the 
subject? 

Chairman  Patrick:  The  Commission  will  make  the  same 
ruling  as  it  did  in  connection  with  the  Capital  Traction 
Company  matter,  Mr.  Bowen,  and  it  will  be  distinctly  un¬ 
derstood  your  objection  runs  to  all  questions  and  answers 
that  relate  to  this  particular  part  of  the  proceedings. 

Mr.  Bowen :  And  let  the  record  show  an  exception  which 
will  run  to  all  this. 

Chairman  Patrick:  Yes,  sir. 

Exception  No.  7. 

At  this  part  of  the  hearing  Mr.  Clayton  representing  the 
Citizen’s  Association  asked  the  witness,  Mr.  Ham,  certain 
questions  which  in  effect  required  said  witness  to  amplify 
or  construe  an  order  of  the  Commission  which  had  already 
been  placed  in  evidence,  to  which  the  Washington  Railway 
and  Electric  Company  made  certain  objections  and 
386  were  allowed  certain  exceptions  as  follows: 

Rec.,  pages  1565  to  1567  inch: 

Mr.  Clayton :  Mr.  Ham,  I  ask  your  attention  to  Exhibit 
No.  122.  That  is  the  fair  value  of  property  within  the 
District  of  Columbia  as  of  December  31,  1928. 

Mr.  Ham:  Yes,  sir. 

Mr.  Clayton:  The  first  entry  is  the  fair  value  as  deter¬ 
mined  by  the  Public  Utilities  Commission  as  of  June  1, 
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1914,  in  which  the  sum  of  $14,530,000  is  set  up.  Is  that 
correct? 

Mr.  Ham:  Yes,  sir. 

Mr.  Clayton:  At  the  time  that  the  Commission  valued 
the  property,  they  set  up  depreciation — I  mean  they  did 
depreciate,  and  that  is  a  depreciated  value,  as  you  under¬ 
stand  it?  | 

Mr.  Bowen:  If  the  Commission  pleases,  let  me  ask  Mr. 
Clayton  a  question  off  the  record. 

j 

(Informal  discussion  off  the  record  at  this  point,  after 
which  the  proceedings  were  resumed  as  follows:) 

Mr.  Bowen:  What  is  the  question,  Mr.  Reporter? 

(The  pending  question,  as  above  recorded,  was  read  by 
the  reporter.) 

Mr.  Bowen:  I  still  object.  The  order  of  the  Commis¬ 
sion  speaks  for  itself.  Whatever  the  Commission  did,  Or¬ 
der  No.  339  speaks  for  itself.  j 

Mr.  Bowen:  I  think  the  witness  cannot  undertake  to 
amplify  or  construe  an  order  which  speaks  for  itself. 

Chairman  Patrick :  The  question  will  be  allowed  and  the 
witness  may  answer  it. 

Mr.  Bowen:  Allow  us  an  exception. 

Chairman  Patrick:  Oh,  yes.  ! 

! 

387  Exception  No.  8.  | 

i 

At  this  part  of  the  hearing  Rec.  pages  1766  to  1802  the 
Commission  asked  the  witness,  Mr.  Ham,  numerous  ques¬ 
tions  relative  to  a  general  rerouting  of  street  cars1:  and  joint 
use  of  street  railway  facilities,  et  cetera,  to  which  objec¬ 
tions  were  renewed  and  exceptions  allowed  as  follows: 

i 

Rec.,  page  1766: 

l 

Chairman  Patrick:  Mr.  Ham,  in  connection  with  the 
Commission’s  studies  of  rerouting  of  street  cars  and  joint 
use  of  street  railway  facilities,  et  cetera,  there  £re  a  few 
questions  which  we  desire  to  ask  you.  ! 

Mr.  Bowen:  We  assume,  if  the  Commission  pleases,  that 
the  answers  which  the  witness  may  make  will  be  subject 
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to  the  objection  that  the  companies  previously  placed  be¬ 
fore  the  Commission  in  writing  and  orally. 

Chairman  Patrick  i  That  is  correct,  Mr.  Bowen.  Rec. 
page  1795. 

Mr.  Bowen:  If  the  Commission  please,  I  would  like  to 
ask  a  few  questions  of  Mr.  Ham. 

Chairman  Patrick:  Proceed,  Mr.  Bowen. 

Mr.  Bowen:  Without  waiving  objections  to  this  line  of 
questions,  we  would  like  to  ask  Mr.  Ham  whether  or  not 
the  9th  Street  tracks  were  laid  under  the  charter  of  the 
Metropolitan  Railroad  Company  on  9th  Street? 

Exception  No.  9. 

At  this  part  of  the  hearing  Rec.  pages  2351  to  2376  the 
Commission  asked  the  witness,  Mr.  Ham,  numerous  ques¬ 
tions  relative  to  the  unification  agreement  drawn  up  by  the 
Commission  and  submitted  to  the  Railways  for  their  ap¬ 
proval,  to  which  objections  were  renewed  and  exceptions 
allowed  as  follows: 

388  Rec.,  page-  2351  and  2352 : 

Chairman  Patrick:  Mr.  Ham,  the  Commission  is  still 
desirous  of  ascertaining  from  the  two  street  railway  com¬ 
panies  their  attitude  toward  the  draft  of  the  unification 
agreement  prepared  by  the  Commission  and  submitted  to 
the  two  companies  during  the  progress  of  this  hearing,  and 
will  ask  you  questions  quite  similar  to  those  which  I  think 
you  have  heard  propounded  to  Mr.  Hanna.  If  you  are  not 
familiar  with  the  form  of  agreement  I  suggest  that  we  read 
the  extracts  to  you  as  we  ask  questions  concerning  them. 

Have  you  familiarized  yourself  at  all  with  them  in  the 
interval  that  has  elapsed  since  the  hearings  were  sus¬ 
pended,  Mr.  Ham? 

Mr.  Ham:  I  think  I  stated  at  that  time  that  I  had  not 
read  it.  I  have  since  read  it  but  have  not  given  it  careful 
consideration. 

Chairman  Patrick:  Will  you  please  state  why  you  have 
not  given  it  careful  consideration? 

Mr.  Bowen:  Of  course,  if  the  Commission  please,  it  is 
understood  that  in  behalf  of  the  Washington  Railway  & 
Electric  Company  we  object  to  this  line  of  questions  in 
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these  proceedings,  and  in  order  that  it  may  not  be  neces¬ 
sary  to  object  to  each  question  asked  will  it  be  understood 
that  objection  goes  to  all  the  questions?  j 

Chairman  Patrick:  That  was  distinctly  statedjat  the  be¬ 
ginning  of  the  hearing  this  morning,  Mr.  Bowen^  that  that 
would  be  understood,  and  that  it  would  likewise  be  under¬ 
stood  that  your  objections  in  each  case  were  overruled. 

Mr.  Bowen:  An  exception  taken? 

Chairman  Patrick:  I  assume  that  you  would  take  an 
exception.  ! 

389-394  The  record  may  contain  other  objections  and 
exceptions  relative  to  the  Washington  Railway  and 
Electric  Company’s  case  but  it  has  been  considered  not 
necessary  to  make  them  a  part  hereof. 

Respectfully  submitted,  j 

WASHINGTON  RAILWAY  &  ELEC¬ 
TRIC  COMPANY.  i 

S.  R.  BOWEN,  I 

JOHN  S.  BARBOUR,  | 

Attorneys .  ! 


i 
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Exhibit  $122. 
(2  sheets.) 
No.  1. 


Washington  Railway  and  Electric  Company. 

Fair  Value  of  Property  Within  the  District  of  Columbia  as  of  December 

31st,  192S. 


Fair  Value  as  determined  by  P.  U.  C.  as  of  July  1,  1914 

( Order  339.  page  179 ) .  $14,530,000.00 

Net  additions  from  July  1,  1914.  to  June  30,  1919,  as  de¬ 
termined  by  P.  U.  C.  (Order  339,  page  ISO) .  1,046, 36S.14 

Allowance  for  Materials  &  Supplies  and  Working  Capital 
as  of  June  30,  1919,  as  found  by  P.  U.  C.  (Order  339, 
page  ISO) .  530,000.00 


Fair  Value  as  determined  by  P.  U.  C.  as  of  June  30, 

1919  (Order  339,  page  ISO) .  10,106, 36S.14 

To  which  should  be  added  the  following  amounts  which 
were  omitted  by  P.  U.  C.  per  Murray  Exhibit  $127, 

Formal  Case  $201,  page  564,  line  20 : 

Wash.  Iiwy.  &  Elec.  Company . $107,481.31 

Georgetown  &  Tenn.  Railway .  1S,972.00 

-  126,453.31 

85.157.03 
405,092. 7S 

310.719.31 
211.733.2S 
422.23S.S2 
130,623.70 
377,810.17 
409,922.90 
177,427.55 

300.153.31 

-  2,9S9,90S.S5 


Net  additions  from  7/1/19  to  12/31/1919. 

Net  additions  from  1920 . 

“  “  “  1921 . 

*1  tt  u  1922 

“  “  “  1923 . . 

*t  ft  *t  1924 

tt  ft  a  1925 . 

“  “  “  1926 . 

“  “  “  1927 . 

“  “  “  192S . 


Deduct  the  difference  between  allowance  for  Materials  and 
Supplies  and  Working  Capital  as  of  June  30,  1919,  and 
that  of  December  31,  192S,  as  follows : 


June  30,  1919: 

Materials  and  Supplies .  $235,000.00 

Working  Capital .  295,000.00 

-  530,000.00 

December  31,  192S: 

Materials  and  Supplies . $164,301.51 

Working  Capital .  353,S67.58 

-  518,169.09 

-  (11,830.91)* 


Fair  value  as  of  December  31st,  1928 . $19,210,899.39 

♦Represents  a  reduction. 


(Here  follow  sheet  2  of  Exhibit  122  and  Exhibits  123  and  124,  side  folios 

396,  397,  398,  and  399.) 


396 


6  months  ended 
Dec.  31, 1019. 

Cars  &  Car  Equipment .  $42,897.7 8 

Track  &  Roadway  Betterments .  17,415.33 

Other  Track  &  Roadway  Expenditures .  8,653.02 

Track  &  Roadway — Tools  &  Equipment .  3,354.31 

Shop  Tools  &  Equipment .  4,417.50 

Buildings  &  Lands .  4,832.21 

Substation  Equipment . . 

Office  Furniture  &  Fixtures .  1,946.30 

Automobiles  &  Other  Vehicles .  1,640.58 

Buses . 

Miscellaneous  Items . . 

Misc.  Property  Sold .  . 

Total .  $85,157.03 

C-8-6-29. 


♦All  figures  bracketed  in  red,  represent  net  reductions. 


Exhibit  3 

i 

(2  sheet 
No.  2 

Washington  Railway  ail< 

1 

Net  Additions  to  Capital  Accounts  II 


Year  1020. 

Year  1021. 

Year  1022. 

Year|3 

$146,562.81 

$33,423.67 

$52,720.55 

$272,0 

215,642.26 

158,069.89 

94,248.83 

80, 2' 

164,598.70 

26,346.75 

7,071.27 

9,0 

6,769.66 

11,153.47 

11,041,18 

17,81 

8,115.87 

432.48 

7,130.25 

1,3: 

8,234.66 

1,165.28 

9,232.41 

8,6i 

80,257.56 

897.47 

A 

4,709.13 

1,296.52 

2,295.09 

3,9 

1,982.69 

977.26 

16,044.32 

6,1 

41,950.66 

27, i 

7,477.00 

...  I 

(2,403.57)* 

(30,898.75)* 

w 

$564,092.78 

$310,719.31 

$211,733.28 

$422,! 

rl22. 

s.) 


1  Electric  Company. 

’ itliin  the  District  of  Columbia . 

923.  Year  1924.  Year  1925. 

Year  192C>. 

Year  1927. 

Year  192S. 

Total. 

19.51 

$83,731.63 

$10,200.70 

$157,362.03 

($82,872.75)* 

$141,900.22 

$857,946.15 

51.30 

93,594.37 

156,100.08 

111,271.53 

134,138.17 

74,835.34 

1,135,577.10 

£6.11 

(29,921.07  )* 

(466.19)* 

(86,236.65)* 

1,364.04 

2,464.55 

102,940.53 

)6.00 

151.20 

7,292.38 

3,845.86 

(97.79)* 

(499.96)* 

60,816.31 

22.37 

5,322.89 

4,186.34 

6,147.59 

3,576.40 

1,037.82 

41,689.51 

11.97 

5,587.61 

66,204.62 

5,236.13 

(660.30)* 

5,533.21 

114,007.80 

11.77 

(63,300.01)* 

......  T 

88,083.1 2 

2,000.93 

108,380.84 

?7.03 

1,898.53 

1,657.83 

1,127.12 

3,013.80 

1,144.48 

23,025.83 

*7.67 

3,945.87 

8,877.41 

2,158.13 

2,207.12 

1,761.68 

45,762.73 

I&.03 

H*  •  •  • 

29,930.08 

156,401.80 

120,928.04 

115,211.18 

72,483.45 

564,289.24 

. 

(6,498.23)* 

5,500.00 

6,478.77 

P94) 

(317.40)* 

(26,166.57)* 

. 

(453.25)* 

(5,977.48)* 

(71,005.96) 

|u82 

$130,623.70 

$377,810.17 

$409,922.90 

$177,427i55 

$300,183.31 

$2,989,908.85 

397 
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Exhibit  #123. 
(2  Sheets.) 
No.  1. 


Washington  Railway  and  Electric 
Income  Available  for  Return  Upon  Investment  Witlii 


Year  1022. 


Operating  revenues  .  $5,550,395.82 

Operating  Expenses,  rentals,  taxes  and  depreciation .  4,804,709.71 

Income  available  for  return  on  fair  value .  745,686.11 

Fair  Value — January  1st . .  $17,424,336.80 

.  4.28% 


Percentage  return  on  fair  value 


Year  1023. 

$5,505,418.32 

4,739,899.26 

765,519.06 

$17,634,102.11 

4.34% 


Year  1924. 

$5,321,704.89 

4,565,271.34 

756,433.55 

$18,016,456.32 

4.20% 


L  7/19/29 
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Exhibit  #123. 

(2  Sheets.) 

No.  2.  j 

i 

j 

Washington  Railway  and  Electric 


i 

Income  Available  for  Return  Upon  Investment  Within  the  District  of  Columbia,  Including  Adjustment  of  Traffic  of  the 

Gross  Earnings . 


Year  1022. 

Operating  revenue  (adjusted) . *.  '$5,588,746.45 

Operating  expenses,  rentals,  taxes  (adjusted)  and  depre¬ 
ciation  . 

Income  (adjusted)  available  for  return  on  fair  value . 


Year  1023. 

$5,542,275.45 


Tear  1924. 

$5,354,544.37 


4,810,845.82 
777,900.63 


Fair  Value— January  1st .  $17,424,336.80 


Percentage  return  (adjusted)  on  fair  value 

L  8/1/29. 


4.46% 


4.745,796.41 

796,479.04 

$17,634,102.11 

4.52% 


4,570,525.66 

784,018.71 

$18,016,456.32 

4.35% 


i 


Company. 

$  the  District  of  Columbia 


12  months  ended 


Year  1923. 

Year  192G. 

Year  1927. 

Year  192S. 

April  30. 1920. 

$5,384,437.02 

■  $5,397,738.82 

$5,258,688.88 

$5,192,353.46 

$5,200,103.81 

4,666,072.95 

:  4,685,276.36 

4,518,822.54 

4,417,164.75 

4,447,687.35 

718,364.07 

712,462.46 

739,866.34 

775,188.71 

752,416.46 

18,017,419.32 

$18,446,314.68 

$18,794,814.17 

$18,961,266.28 

$19,210,899.39 

3.99% 

3.86% 

3.94% 

4.09% 

3.92% 

Comany. 

Washington,  Baltimore  &  Annapolis  Electric  Railroad  Company  and  Adjustment  of  4%  Tax  on 


12  months  ended 


Year  1925. 

Year  1926. 

Y’ear  1927. 

Year  1928. 

April  30, 1929. 

$5,413,215.46 

$5,426,039.95 

$5,287,493.40 

$5,221,926.35 

$5,219,635.29 

4,670,201.03 

4,689,160.42 

4,510,764.45 

4,403,729.92 

4,430,337.85 

743,014.43 

736,879.53 

776,728.95 

818,196.43 

789.297.44 

18,017,419.32 

i  $18,446,314.68 

$18,794,814.17 

$18,961,266.28 

$19,210,899.39 

4.12% 

3.99% 

4.13% 

4.32% 

4.11% 
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Exhibit  #124. 

* 

Washington  Railway  and  Electric  C 
Statement  Showing  Income  in'  D.  C.  Available  for  Return  Upon  Investment ,  with  Sw 


Operating 

Oper.  expenses, 
taxes  and 

Operating 

Fair  value 
as  of 

Per  cent 
return  on 

Year. 

revenue. 

miscellaneous. 

income. 

June  30th. 

fair  value. 

1914 . 

...  $2,744,443.07 

$1,816,772.59 

$927,670.48 

$14,822,693.95 

6.26% 

1915 . 

.  .  .  2,756,483.23 

1 ,889,376.00 

867,107.23 

14,964,861.39 

5.79% 

1916 . 

. . .  2,840,427.23 

1,995,076.57 

845,350.66 

15,096,845.19 

5.60% 

1917 . 

. . .  2,553,928.05 

2,119,840.73 

434,087.32 

15,274,802.30 

2.84% 

1918 . 

.  .  .  3,431,260.22 

2,817,249 .86 

614,010.36 

15,634.954.73 

3.93% 

1919 . 

.  . .  4,740,206.80 

4,291,805.69 

448,401.11 

16,106,368.14 

2.78% 

1920 . 

. . .  5,986,517.82 

5,214,248.10 

772,269.72 

16,778,549.81 

4.60% 

1921 . 

.  .  .  6,074,846.56 

4,999,265.90 

1,075,580.66 

17,114,076.54 

6.25% 

1922 . 

5,588,746.45 

4, S10, 845.82 

777,900.63 

17,476,477.59 

4.45% 

1923 . 

.  .  .  5,542,275.45 

4,745,796.41 

796,479.04 

17,987,973.56 

4.43% 

1924 . 

. . .  5,354,544.37 

4,570,525.66 

784,018.71 

18,089,210.20 

4.33% 

1925 . 

. . .  5,413,215.46 

4,670,201.03 

743,014.43 

18,131,525.79 

4.10% 

1926 . 

. . .  5,426,039.95 

4,689,160.42 

736,879.53 

18,682,794.49 

3.94% 

1927 . 

.  .  .  5,287,493.40 

4,510,764.45 

776,728.95 

18,867,892.96 

4.12% 

1928 . 

.  .  .  5,221,926.35 

4,403,729.92 

818,196.43 

19,173,304.30 

4.27% 

Total,  15  yrs . 

$11,417,695.26 

Note. — Figures  for  1922  to  1928,  inclusive,  are  after  giving  effect  to  adjustment  made  in  1929  o 


L  8/2/29. 


I  Exhibit  #124. 
ilway  and  Electric  Company. 

Investment ,  with  Supporting  Statistical  Data  for  Years  1914  to  1928,  Inclusive. 


1 

Per  cent 

return  on 

Deficiency 

■ 

fair  value. 

7 return. 

of  7'  r  return. 

3.95 

6.26% 

$1,037, 5S8.5S 

$109,918.10 

1.39 

5.79% 

1,047,540.30 

180,433.07 

5.19 

5.60% 

1,056,779.16 

211,428.50 

2.30 

2.84% 

1,069,236.16 

635,148.S4 

4.73 

3.93% 

1,094,446.83 

480,436.47 

8.14 

2.78% 

1,127,445.77 

679,044.66 

:9.S1 

4.60% 

1,174,498.49 

402,228.77 

6.54 

6.25% 

1,197,985.36 

122,404.70 

7.59 

4.45% 

1,223,353.43 

445,452.80 

3.56 

4.43% 

1,259,158.15 

462,679.11 

0.20 

4.33% 

1,266,244.71 

482,226.00 

5.79 

4.10% 

1,269,206.80 

526,192.37 

4.49 

3.94% 

1,307,795.61 

570.916.0S 

2.96 

4.12% 

1,320,752.51 

544,023.56 

4.30 

4.27% 

1,342,131.30 

523,934.87 

•  •  • 

$17,794,163.16 

$6,376,467.90 

pnent  made  in  1929 

of  Traffic  of  the  W 

.  B.  &  A.  E.  R. 

Revenue 

Oper.  rev. 

Oper.  exp.,  etc.. 

Operating 
income 
per  rev. 

passengers. 

per  rev.  pas: 

>.  i>er  rev.  pass. 

passenger. 

60,579,582 

4.53c 

3.00c 

1.53c1 

60,769,748 

4.54c 

3.11c 

1.43c 

62,739,369 

4.53^ 

3.18c 

l.SSd 

55,938,505 

4.56c 

3.79? 

.77c 

74,419,724 

4.61c 

3.79<4 

.82c 

84,824,295 

5.59c 

5.06c 

.53c 

81,433,442 

/  .oOC 

6.40c 

.95c4 

79,315,842 

7.66c 

6.30<f 

1.36c 

76,884,549 

7.27c4 

6.26c4 

1.01 

75,762,543 

7.32^ 

6.26c4 

1.05^ 

72,544,588 

7.38c 

6.30<* 

l.OSc1 

72,519.209 

7.46c 

6.44c4 

1.03c 

72— 8,708 

7.52c 

6.50c^ 

1.02<* 

71,338,890 

7.41^ 

6.32(S 

1.09^ 

70,042, S6S 

7.45c4 

6.29c4 

1.17? 

Co.  and  4%  Tax  on  Gross  Earnings. 


y 4.V.JJ 


THE  CAPITAL  TRACTION  COMPANY  ET  AL.  j  331 

I 

400  Exhibit  No.  124%.  ' 

Washington  Railway  and  Electric  Company^ 

i 

Not  Introduced  (Read  into  Record.) 

Pay  Passengers  in  D.  C.  ( Including  W.,  B.  &  A.) 


%  decrease  as 
Pay  compared  with 

Year  passengers.  previojus  year. 

1922  .  76,884,549  3.07% 

1923  .  75,762,543  l.£6% 

1924  .  72, 544', 588  4.25% 

1925  .  72,519,209  .03% 

1926  .  72,148,708  .51% 

1927  .  71,338,890  1  12% 

1928  .  70,042,868  1.82% 


12  months  to  April  30,  1929.  .  69,808,726  .33% 

i 

L  7/19/29. 


401  Exhibit  $125. 
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405  Exhibit  #129. 

Washington  Railway  and  Electric  Company. 

(All  Railways.) 

Cash  and  Ticket  Passengers  within  the  District  of  Colum¬ 
bia  ( Excluding  TF.,  B.  &  A.). 


Year  1914: 

Cash  (5^)  .  14.64% 

Tickets  (6  for  25<£)  .  85.36% 


January  1,  1918,  to  September  30,  1919 — 9  months: 


Cash  (5tf)  .  13.16% 

Tickets  (6  for  25^)  . .  86.84% 


November  1,  1919,  to  May  1,  1920 — 6  months: 

Cash  (7*)  .  9.53% 

Tickets  (4  for  25^)  .  90.47% 

May  1, 1920,  to  September  1,  1921 — 16  months: 

Cash  (8(f)  .  14.33% 

Tickets  (4  for  30^*) .  85.67% 

September  1,  1921,  to  February  28,  1922 — 6  months: 

Cash  (8(f)  .  14.84% 

Tickets  (5  for  35f)  .  85.16% 


March  1,  1922  to  August  31, 1923 — 18  months : 


Cash  (8(f)  .  19.62% 

Tickets  (6  for  40^)  . .  80.38% 


4  months  ended  December  31,  1923 — 8<f  cash  21.23% 
6-2/3<f  tickets  78.77%. 

Year  ended  December  31,  1924 — 8<f  cash  22.10%  6-2/3 <f 
tickets  77.90%. 

Year  ended  December  31,  1925 — 8^  cash  23.59%  6-2/3 <f 
tickets  76.41%. 

8  months  ended  August  31, 1926 — 8<f  cash  25.02%  6-2/3 <f 
tickets  74.98%. 

Year  ended  December  31,  1926 — 8 <f  cash  25.34%  6-2/3 <f 
tickets  74.66%. 

Year  ended  December  31,  1927 — 8<f  cash  26.44%  6-2/3 <f 

tickets  73.56%. 
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Year  ended  December  31,  1928 — 8^  cash  27.32%  j  6-2/3 $ 
tickets  72.68%.  j 

5  months  ended  May  31,  1929 — 8^  cash  27.74%  j  6-2/3 ^ 
tickets  72.26%.  j 

Exhibit  No.  129. 


406  Exhibit  $130. 

| 

Washington  Railway  and  Electric  Company. 

i 

i 

Effect  of  Proposed  Rate  of  Fare  of  10tf  Cash  with  4  Tolccns  for  30tf,  Within 

the  District  of  Columbia.  ! 

i 

{ 

Operating  Income  in  D.  C.,  12  months  ended  April  30th. 

1029,  including  adjustment  of  W.  B.  &  A.  E.  R.  R.  Co. 

Traffic  and  adjustment  of  4 %  Tax  on  Gross  Earnings _  $|S9, 297.44 

The  passengers  affected  by  the  proposed  change  in  rate 
total  65,S13,4S6.  i 

18.277.3SS  Cash  Passengers  (27.77%). 

47,536,098  Token  Passengers  (72.23%). 


05,S13,4S6 

Under  the  proposed  rate  it  is  estimated  that  87%  of  these 
passengers  will  use  tokens,  thereby  indicating  Passenger 


Revenue  as  follows: 

8,555,753  Cash  Passengers  (fh  10^ .  $S55, 575.30 

57,257,733  Token  Passengers  @  7T .  4,204, 320.0S 

65,S13,4S6  5,149,005.28 


S24,616  )  00420  (  10.0 
S2461G 


7977400 

Add  in  W.  B.  &  A.  Traffic  at  proposed  rates  but  without 
change  to  class  of  passenger: 

90,430  Cash  Passengers  @  lOtf - .$9,043.00 

734,177  Token  Passengers  @  7  . .  55,063.27 


824,616  64,107.17 

Non-Cash  Pass.  @  .  5,102.72 

-  69,209.S9 


5,219,115.17 

The  revenue  actually  received  from  the  pas¬ 
sengers  affected  by  the  proposed  change  in  rate 

W3.S  * 

18,277,388  Cash  Passengers  @  Stf .  1,462,101.04 

47,536,098  Token  Passengers  @  G  stf .  3,160,073.12 


4,631,264.16 


336 


PUBLIC  UTILITIES  COMMIT.,  D.  C.,  ET  AL.  VS. 
Exhibit  £130 — Continued. 


W.  B.  &  A. : 

00,430  Cash  Passengers  (a)  Stf _  7,235.12 

734,177  Token  Passengers  (a)  6  ?,<*..  48,045.13 
Non-Cash  Pass.  @  .  0,327.07 


-  62,507.32 

Revenue  from  sale  of  2£  Transfers .  37,013.47 


4,730,784.05 

Estimate  of  additional  Passenger  Reve¬ 
nue  .  4SS, 330.22 

Less : 


4%  Gross  Earnings  Tax .  10,533.21 

12%  Federal  Income  Tax .  50.255.04 

-  75,788.85 

Net  increase  in  Operating  Income  from  proposed 


change  in  fare .  412,541.37 

Estimate  of  Operating  Income,  with  proposed  fare _  $1,201,838.81 

A  Return  on  Fair  Value  ($10,210,899.30  as  of  Dec.  31,  192S) .  6.25% 


Memo . — Each  1%  variation  in  use  of  tokens  affects  the 
estimate  of  Operating  Income  by  $13,S99.S1  and  rate  of  re¬ 
turn  by  0.07235%.  In  other  words 

85%  use  of  tokens  yields  a  return  of  0.40%. 

86%  use  of  tokens  yieds  a  return  of  6.33%. 

88%  use  of  tokens  yields  a  return  of  0.18%. 

S9%  use  of  tokens  yields  a  return  of  0.11%. 

90%  use  of  tokens  yieds  a  return  of  6.04%. 

L  8/1/20 

Exhibit  No.  130. 

407  Exhibit  No.  130-A  (126). 


Washington  Railway  &  Electric  Company  System. 


Income  Available  for  Return  in  D.  C. 


Revenue  from  Trans¬ 
portation  :  Year  1026. 

Passenger  Revenue .  $5,155,22^30 

Chartered  Cars .  16,925.38 

Mail  .  530.42 

Express  .  3,077.11 

Freight  .  0,931.57 

Switching  .  42,176.08 


Total  .  $5,225,574.92 


Revenue  from  Other 
Rwy.  Operation: 

Station  &  Car  Privileges .  19,22S.36 

Rent  of  Tracks  &  Facilities..  5,732.97 

Rent  of  Equipment .  48,041.25 


Year  1927. 

$5,130,286.60 

36,049.77 

336.77 

3,790.38 

6,395.00 

52,037.20 


$5,235,405.72 


20,695.19 

5,671.49 

12,038.80 


Year  ended 
July  31, 1928. 

$5,003,740.34 

37,075.75 

336.73 

4,569.69 

5,922.54 

47,576.07 


$5, 1S9, 227.12 


19,395.88 

5,673.74 

12,942.92 
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Exhibit  No.  130- A  (120) — Continued. 


Year  ended 


Year  1926. 

Year  1927. 

July  31, 1928. 

Rent  of  Bldgs.  &  Other  Prop- 

erty  . 

9.7S1.21 

8.020.96 

S,6S2.9G 

Power  . 

82,(542.62 

22,771.76 

21,444.89 

Miscellaneous  . 

41,419.95 

17,314.90 

!  17, ‘>67.08 

|  , 

Total  Other  Revenue. . 

$207,746.36 

$86,513.10 

1  $86,107.47 

Total  revenue . 

$5,433,321.28 

$5,322,008.82 

$5,275,334.59 

Operating  Expenses : 

i 

i 

! 

j 

Way  and  Structures . 

$S01,522.S9 

$824,953.78 

;  $76S,434.66 

Equipment  . 

665,741.S6 

678,716.39 

!  678,504.14 

Power . 

367,217.16 

305,613.09 

1  296,419.31 

Conducting  Transportation. . . . 

1.S73, 775.16 

1,S60,637.70 

1,639.077.22 

Traffic . 

7,329.97 

8,269.37 

S.961.90 

General  &  Miscellaneous . 

465,177.7S 

434,305.5S 

437.2S8.S6 

Taxes  . 

470,G44.SS 

44S, 062.54 

!  455.475.31 

Arnortz.  of  Debt  D/s.  &  Ex- 

l 

pense  . 

1S,344.7S 

17,367.45 

j  17,491.03 

Bus  Operation  Adjustments.. 

2.S91.95 

3,627.7S 

3.9S0.01 

Total  Expenses . 

$4,732,646.43 

$4,581,553.68 

$4,505,632.44 

Income  Available  for  Return. 

700, 674.85 

1 40.4oo.14 

70,702.15 

Property  Value,  Weighted - 

$18,542,586.12 

$1S, 840, 628.57 

$18,976,991.8:3 

Rate  of  Return . 

3.7S% 

3.93% 

4.06% 

Accounting  Bureau,  P,  U.  C. 
JDM  :NBH  9-S-2S. 

Exhibit  No.  130A  (12G). 


i 

i 


i 


i 

i 

i 

i 


I 


I 


22 — 5316a 


i 


Exhibit  No.  130-B  (127). 
Washington  Railway  &  Electric  Company. 
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409  Exhibit  #131.  j 

i 

(3  sheets.) 

i 

i 

No.  1.  I 

i 

i 

Section  1,  Schedule  “19”. 

Track  and  Roadway,  Metropolitan  Divisio 

Renewal  of  Slotted  Track  Layout  at  Intersection 

and  G  Streets  N.  W.,  1912-1913. 


Special  Work: 

Special  track  work  layout,  7  in.  high  Man¬ 
ganese  steel  K.  C.  construction  with  solid 
cast  steel  bodies  complete  with  necessary 
yokes  of  extra  heavy  type  and  fastenings 

No.  Roll  A  19533 . 

Miscellaneous  . 


of  Ninth 


Total  Special  Work . 

Rails . 

Rail  Fastenings  and  Joints . 

Miscellaneous  Expenses . 

Underground  Construction . 

Labor  . 

Paving  . 

Cleaning  and  Sanding  Track . 

Engineering  and  Superintendence 


Less:  Proportion  paid  by  City  and  Suburban 
Railway  Company — 33% . 

Total  . 


$20,909.00 
j  691.79 

i 

"■  i  —  1  —  — 

$£1,600.79 
109.75 
I  380.69 
j  1,719.77 
13,675.78 
il, 546.74 

11.672.93 
.62 

13.96 

i _ 

40,721.03 

13.437.94 
— i _ 

$27, 283.09 


Exhibit  No.  131  (3  sheets),  No,  1. 
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410  Exhibit  #131. 

No.  2. 

Section  1,  Schedule  “22”. 

Track  and  Roadway,  Metropolitan  Division. 

Installation  of  Special  Work  at  Fifth  and  D  Streets  and 
Louisiana  Avenue  N.  W.,  1899-1901. 


Special  Work .  $11,821.67 

Cement  .  329.56 

Sand  .  64.08 

Gravel  . 84.15 

Broken  Stone .  118.02 

Brick  .  .36 

Pitch  .  38.75 

Miscellaneous  Expenses . 32.48 

Labor  .  1,772.64 

Contractor’s  Commission .  323.40 

Paving  .  157.06 

Engineering  and  Superintendence .  795.54 


Total  .  $15,537.71 


Exhibit  No.  131,  No.  2. 

411  Exhibit  #131. 

No.  3. 

Section  1,  Schedule  “23”. 

Track  and  Roadway,  Metropolitan  Division. 

Installation  of  Special  Work  at  Lincoln  Park ,  Thirteenth 
and  East  Capitol  Streets,  1899-1901. 


Special  Work .  $4,479.12 

Cement  .  200.51 

Sand .  34.65 

Gravel  .  33.55 

Broken  Stone .  46.66 

Brick  .  I.45 
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Miscellaneous  Expenses . ;  15.32 

Labor  . ;  565.51 

Contractor’s  Commission .  j  113.75 

Paving  .  j  165.75 

Engineering  and  Superintendence .  !  239.87 


Total 


!  $5,896.14 


Schedule  “24”. 


! 


Installation  of  Special  Work  at  Thirty-second  and\0  Streets 
and  Thirty-second  and  P  Streets  N.  W.,  189941901. 


Special  Work,  32nd  and  0  Sts .  j  $5,840.00 

Special  Work,  32nd  and  P  Sts .  j  6,014.25 

Bonding  .  j  14.93 

Miscellaneous  Expenses .  j  4,510.59 

I 

Total  .  $16,379.77 


Exhibit  No.  131,  No.  3. 


i 


! 

I 


i 


(Here  follow  Sheets  1  and  2  of  Exhibit  132  and  Exhibit  133, 
marked  side  folios  412,  413  and  414.)  j 
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October  .  2,453.012  3,301.20  848.18  14, GOG  16.6!)  22.46 
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Every  figure  in  bracketed  Operating  Income  column  represents  a  deficit,  except  *70.73  in  December,  1023. 
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Every  figure  in  bracketed  Operating  Income  column  represents  a  deficit. 
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Total  .  785,033  1,676,236  2,461,869  1,990,580  4,452,449 

12  mos.  ended 

4/30/29  .  155,013  322,168  477,181  398,321  875,502 


477,181  )  398,321  (  83.47%  Tranpr. 
3817448 
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415  Exhibit  $134. 

Washington  Interurban  Railroad  Company. 

Passenger  Revenue  Within  the  District  of  Columbia  as  Per  Books. 


Year. 

Revenue  from 
8^  cash  fares. 

Revenue 
from  Gjitf 
ticket  fares. 

Revenue  from 
2<?  transfers. 

Total. 

5/1  to  12/31 

1923  . 

.$5,282.88 

$10,256.81 

17.676.59 

$15,539.69 

27,354.77 

1924  . 

9,580.72 

$97.46 

1  •  '«•*  f  •••■*••••••••• 

10.130.40 

16,851.06 

184.58 

27,166.04 

1926  . 

11,152.24 

IS, 620.39 

353.26 

30,125.89 

1927  . 

.  10.G04.0S 

19,786.26 

392.20 

30,782.54 

192S  . 

12.066.80 

21,152.32 

;>14.44 

33,733.56 

4  mos.  ended  4/30/29 

4.033.52 

7,405.59 

210.42 

11.649.53 

Total  . 

.  $62,S50.04 

$111,749.02 

$1,752.36 

$176,352.02 

12  Months  Ended  April  .30 th. 

1929. 

192S: 

May  . 

.  $1 ,05816 

$1,976.00 

$57.78 

$3,091.94 

.Tune  . 

1.035.92 

1.6S6.S0 

44.68 

2,767.40 

July  . 

1.070.40 

1.591.20 

20.86 

2.6S2.46 

August  . 

9S7.S4 

1,526.73 

17.30 

2,531.87 

September  . 

1,033.12 

1.675.80 

30.16 

2,739.08 

October  . 

1.075.92 

1,95S.G0 

5S.44 

3,092.96 

November  . 

1.003.6S 

1,785.60 

50.82 

2,840.10 

December  . 

1,102.48 

1,871.53 

44.SS 

3,018.89 

1929: 

January  . 

1.025.20 

1.S11.73 

52.42 

2,889.35 

February  . 

914.80 

1,709.73 

45.44 

2,669.97 

March  . 

1,089.04 

2,023.00 

48.72 

3,100.76 

April  . 

1.004.48 

1.861.13 

63.S4 

2,929.45 

Total  . 

.  $12,401.04 

$21,477.85 

$535.34 

$34,414.23 

Exhibit  No.  134. 
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416  Exhibit  #135. 

Washington  Interurban  Railroad  Company.! 

i 

i 

Average  Fare  per  Revenue  Passenger  Carried  Within  the 

District  of  Columbia. 


Year. 

Passenger 

revenue. 

5/1  to  12/31. 

1923  . 

$15,539.09 

1924  . 

27,354.77 

1925  . 

27,166.04 

1926  . 

30,125.89 

1927  . 

30,782.54 

1928  . 

33,733.56 

4  mos.  ended 
4/30/29  .  .  . . 

11,649.53 

Total  ..  $176,352.02 

Deduct  reve¬ 
nue  received 
from  sale  of 
2  0  transfers 
in  D.  C.  dur¬ 
ing  above  pe- 
ried  .  1,752.36 

$174,599.66 

L  7/19/29. 

Exhibit  No.  135. 


Revenue 

Average  fare 

passengers 

per  revenue 

carried. 

passenger. 

219,888 

I 

7.070 

384,908 

7.11 

379,396 

7.16 

418,709 

|7.19 

429,345 

7.17 

468,120 

7.21 

i 

161,503 

7.21 

2,461,869 

7.160 

2,461,869  7.09^ 

i 


i 


i 

I 

| 
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417  Exhibit  #136. 


Washington  Interurban  Railroad  Company. 

Average  Fare  pei  Total  Passengers  Carried  Within  the 

District  of  Columbia. 


Year. 

Passenger 

revenue. 

Total  passengers 
carried 
(excluding 
employees  passes). 

Average  fare 
per  total 
passenger- 
carried. 

5/1  to  12/31. 
1923  . 

.  $15,539.69 

387,232 

4.0  W 

1924  . 

27,354.77 

663,888 

4.12 

1925  . 

27,166.04 

682,649 

3.98 

1926  . 

30,125.89 

771,517 

3.90 

1927  . 

30,782.54 

791,537 

3.89 

1928  . 

33,733.56 

861,873 

3.91 

4  mos.  ended 

4/30/29  . . . . 

11,649.53 

293,753 

3.97 

Total  . 

$176,352.02 

4,452,449 

3.9 

12  mos.  ended 

4/30/29  .  .  .  . 

$34,414.23 

875,502 

3.93$ 

L  7/19/29. 

Exhibit  No.  136. 

418  &  419  Exhibit  #137. 

Washington  Interurban  Railroad  Company 

Effect  of  Proposed  Rate  of  Fare  of  10 $  Cash  with  4  Tokens 
for  30(;  Within  the  District  of  Columbia. 

Operating  Income  in  D.  C.,  12 
months  ended  April  30,  1929 

(deficit)  .  ($4,164.57) 

The  revenue  passengers  carried 
during  the  12  months  period 
ended  April  30,  1929,  totalled 
477,181,  and  it  is  estimated  that 
80%  availed  themselves  of  the 
transfer  privilege. 
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On  the  assumption  that  there 
would  be  no  change  in  the  num¬ 
ber  of  passengers  who  do  not 
transfer  and  a  10%  decrease  in 
the  number  who  do  transfer  the 
Passenger  Revenue  would  be  as 
follows: 

343,571  Cash  Passengers  @  10^.  $34,357.10 
95,436  Token  Passengers  @71^  7,157.70 


The  revenue  actually  received 
from  the  passengers  affected  by 
the  proposed  change  in  rate  was : 
155,013  Cash  Passengers  @  8<* .  . 
322,168  Token  Passengers  @  6§^ 

Transfers  (2^) . 


Estimate  of  additional  Passenger 
Revenue  . 

Less 

4%  Gross  Earnings  Tax . 

Net  increase  in  Operating  Income 
from  proposed  change  in  fare.  . 

Estimate  of  Operating  Income 
with  proposed  rate .  $2,651.98 

L  26/29.  ; 

Exhibit  No.  137.  j 

420-432  Abstract  of  Evidence  Before  the  Public  {Utilities 
Commission  of  the  District  of  Colombia  in 
Formal  Case  205,  With  Respect  to  the  Cajntal 

.  Traction  Company .  i 

433  The  said  Commission  by  its  Order  No.  703,  dated 
July  15,  1929,  amongst  other  things  directed  that  an 

23— 5316a  i 


i 

41,514.80 

i 


12,401.04  ! 

21,477.85 

535.34 

34,414.23  I 

| 

$7,100.57 

i 

i 

284.02 

_ 

j 

i 

6,816.55 
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investigation  be  made  to  determine  economies  that  would 
result  from  unified  operation  of  the  street  railway  com¬ 
panies  of  the  District  of  Columbia;  and  by  its  Order  No. 
764,  dated  July  23, 1929,  directed  that  said  investigation  be 
made  part  of  the  aforesaid  rate  case  of  The  Capital  Trac¬ 
tion  Company. 

To  these  Orders  of  the  Commission,  The  Capital  Trac¬ 
tion  Company  at  the  opening  of  the  hearing  upon  its  said 
application  objected  for  the  following  reasons  (Tr.  9) : 

“1.  The  application  of  The  Capital  Traction  Company 
made  in  accordance  with  the  provisions  of  the  Act  creating 
the  Public  Utilities  Commission,  is  based  on  its  present 
legal  right  to  receive  now  a  reasonable  return  on  its  estab¬ 
lished  fair  value  unobsecured  bv  assumed  future  conditions 
undetermined  and  problematical. 

2.  The  said  investigation  of  the  economies,  if  any,  that 
might  result  from  such  unified  operation  and  any  evidence 
which  might  be  offered  based  upon  the  result  of  such  inves¬ 
tigation  are  and  wotild  be  incompetent,  irrelevant,  imma¬ 
terial  and  impertinent  to  the  matters  and  questions  to  be 
considered  under  the  petition  of  The  Capital  Traction  Com¬ 
pany  herein;  such  unified  operation  of  street  railway  com¬ 
panies  not  being  provided  for,  authorized  or  required 
434  by  existing  law. 

3.  The  application  of  The  Capital  Traction  Com¬ 
pany  for  increased  rates  of  fare  now  pending  before  the 
Commission  is  based  on  actual  existing  conditions  and  fail¬ 
ure  of  that  Company  under  existing  rates  of  fare  and  exist¬ 
ing  conditions  to  earn  a  reasonable  return  on  the  fair  value 
of  its  property  used  and  useful  for  street  railway  operations 
in  the  District  of  Columbia,  and  no  investigation  purporting 
to  show  savings  necessarily  undetermined,  hypothetical  and 
speculative  which  might  be  obtained  through  unified  opera¬ 
tion  have  any  bearing  on  conditions  as  they  now  exist  and 
any  evidence  of  such  hypothetical  or  speculative  savings 
would  be  irrelevant,  incompetent  and  immaterial  to  the  mat¬ 
ters  and  questions  to  be  considered  under  the  petition  of  The 
Capital  Traction  Company  herein  and  its  introduction  or 
consideration  by  the  Commission  would  be  in  violation  of 
the  legal  rights  of  The  Capital  Traction  Company  to  a  pres¬ 
ent  reasonable  return  upon  its  present  fair  value  and  to  a 
fair  consideration  of  the  questions  involved  in  this  appli¬ 
cation. 
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4.  That  an  investigation  to  determine  economies  that 
would  result  from  unified  operations  could  only  show  that 
savings  might,  in  the  opinion  of  some  individual  |or  indi¬ 
viduals,  be  effected,  provided  certain  changes  in! routing 
are  made,  and  would  be  speculative  and  not  based  ujpon  any 
actual  known  facts. 

5.  That  the  Commission  cannot,  in  fixing  rates  of  fare 
which  will  result  in  a  reasonable  return  on  the  fair  value 

_  r 

of  The  Capital  Traction  Company,  legally  take  ffito  con¬ 
sideration  estimated  savings  in  operating  expenses  which 
might  result  in  an  increase  of  net  earnings  in  the  future 
provided  certain  routing  changes  are  madei,  unless 
435  and  until  such  changes  in  routing  are  made  effective 
and  the  net  savings  therefrom  are  an  accomplished 
fact  and  definitely  determined  and  said  Commission!  cannot, 
pending  such  determination,  legally  refuse,  or  delay  grant¬ 
ing,  the  relief  to  which  the  Company  is  shown  to  be  now 
entitled.  | 

6.  That  any  denial  by  the  Commission  of  the  relief  asked 

for  in  the  application  of  The  Capital  Traction  Company,  or 
any  postponement  of  action  with  respect  thereto,  u|pon  the 
ground  that  a  prospective  increase  in  net  operating  revenues 
from  unified  operations  might  in  the  future  obviate  the  ne¬ 
cessity  for  such  relief,  would  work  irreparable  injury  to 
and  result  in  confiscation  of  the  property  of  The  | Capital 
Traction  Company  and  deprive  it  of  its  right  to  due  Iprocess 
of  law  and  other  rights  under  the  Constitution  of  the  United 
States.  | 

7.  That  this  Commission  is  without  jurisdiction! to  con¬ 
solidate  such  inquiry,  with  the  matters  and  things  involved 
in  this  proceeding. 

8.  That  it  would  be  unjust,  unreasonable,  discriminatory 
and  confiscatory  of  the  property  of  this  Company  and  vio¬ 
lative  of  its  rights  under  the  Constitution  of  the! United 
States  to  delay  the  granting  of  the  relief  that  is  required 
in  this  case  until  the  Commission  completes  the  proposed 
inquiry  as  to  the  probable  result  of  some  untried,  unstated, 
unformulated  and  purely  hypothetical  method  of  operation 
or  unification  of  its  property  with  that  of  other  utilities  the 
result  of  which  must  be  highly  conjectu-al  and  speculative. 

9.  The  Commission  is  not  pursuing  the  methods  required 
by  law  and  especially  by  paragraphs  45  and  46  of  the  Public 
Utilities  Law  to  give  it  jurisdiction  to  conduct  formal  hear¬ 
ings  on  the  subject  contemplated  by  said  order.”  ! 
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436  And  the  said  objections  were,  by  the  Commission, 
overruled  (Tr.  14). 

Subsequently,  upon  motion  of  Mr.  Clayton,  representing 
the  Federation  of  Citizens  Associations  of  the  District  of 
Columbia,  over  the  objections  of  The  Capital  Traction  Com¬ 
pany  and  of  the  Washington  Railway  &  Electric  Company, 
the  Washington  Rapid  Transit  Company  was  also  made  a 
party  to  the  proceeding. 

Thereupon  the  following  evidence  was  produced  and  pro¬ 
ceedings  had : 

Mr.  John  H.  Hanna,  President  of  The  Capital  Traction 
Company,  was  produced  as  a  witness  on  behalf  of  The  Capi¬ 
tal  Traction  Company,  and  his  qualifications  as  witness  both 
generally  and  as  a-  expert  being  admitted,  he  testified  as 
follows  (Tr.  41  to  61): 

He  gave  a  brief  history  of  The  Capital  Traction  Com¬ 
pany,  which  under  its  former  name  of  4  4  Rock  Creek  Rail¬ 
way  Company”  was  chartered  by  Congress  in  1888  and  in 
1895  acquired  under  authority  of  Special  Act  of  Congress, 
the  properties  including  franchises,  of  the  Washington  and 
Georgetown  Railroad  Company  which  w*as  incorporated  by 
Act  of  Congress  in  1862  and  which  had  operated  horse  cars 
and  cable  lines  in  the  City  of  Washington  until  1897  when 
the  present  conduit  electric  system  of  operation  was  adopted. 
Certain  extensions  of  these  lines  were  subsequently  made 
by  authority  of  Congress  and  at  present  it  is  operating 
72.6  miles  of  single  track  in  the  District  of  Columbia.  The 
Company  in  1917  leased  the  lines  of  the  Washington  &  Mary¬ 
land  Railway  Company,  a  short  line  running  to  Takoma 
which  had  been  in  unsuccessful  operation,  at  least  for  a 
period  of  ten  years;  and  at  the  expiration  of  the  lease  the 
outstanding  securities  of  that  line  were  purchased  by  The 
Capital  Traction  Company  and  it  is  now  operated  as  a  part 
of  its  system.  In  1914  the  Public  Utilities  Commission  of 
the  District  of  Columbia,  which  had  been  created  by  Act  of 
Congress  in  March  1913,  with  the  assistance  of  Dr.  Edward 
A.  Bemis,  Mr.  Charles  E.  Pillsbury,  Engineer,  and  Mr. 
Andrew  Sangster,  accountant,  both  well  known  ex- 

437  perts  in  their  respective  fields,  undertook  the  valu¬ 
ation  of  all  of  the  utilities  of  the  District  of  Colum¬ 
bia  including  The  Capital  Traction  Company. 
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The  valuation  of  this  Company’s  property  on  which  its 
application  for  increased  fare  is  based,  is  the  result  of  the 
detailed  investigation  made  on  behalf  of  the  Commission 
by  Dr.  Bemis  and  his  staff.  A  very  careful  inventory  of 
property  was  made  as  of  July  1,  1914  by  the  Cohimission’s 
staff  and  an  entirely  independent  one  by  engineers  em¬ 
ployed  by  the  Company,  prices  applicable  to  such  inven¬ 
tories  as  of  July  1,  1914  being  used  by  both  parties.  In 
said  valuation  and  as  a  result  of  such  inventories  the  Com¬ 
mission  and  the  Company  were  able  to  agree  upon  a  figure 
representing  the  total  reproduction  cost  of  the  physical 
property  in  the  District  of  Columbia  estimated!  at  prices 
effective  July  1,  1914,  excepting  land,  interest, 1  taxes,  in¬ 
surance  on  land  and  working  capital.  Valuation  of  the 
Company’s  property  was  completed  by  the  Commission  in 
1919.  The  Company  objecting  to  the  use  by  the  Commis¬ 
sion  of  1914  prices  in  the  reproduction  value  a£  of  1919, 
the  Company  appealed  to  the  Court  from  the  Commission’s 
Findings  and  based  its  appeal  partly  upon  this  error.  The 
result  of  the  Company’s  appeal  was  the  fixing  by  Ithe  Court 
of  Appeals  of  the  District  of  Columbia  of  the  fait  value  of 
the  property  of  the  Company  as  of  January  1,  1925  at 
$25,756,880.  Mr.  C.  E.  Bailey,  who  had  charge  of  the  valua¬ 
tion  work  done  for  the  Company  by  the  J.  G.  White  En¬ 
gineering  Corporation,  after  investigation  of  the  actual 
cost  of  the  various  items  of  material  and  labor  entering  into 
the  construction  or  reproduction  of  the  Company’s  prop¬ 
erty  as  of  January  1,  1925  determined  an  average  percent¬ 
age  of  increase  in  costs  between  1914  and  1925  applicable 
to  the  various  classes  of  property  making  up  the  valuation. 
These  were  applied  to  the  1914  figures  which  )had  been 
agreed  upon  between  the  Company  and  the  Commission. 
Land  and  other  items  of  property  which  had  not  been  in¬ 
cluded  in  that  agreement  were  put  into  the  valuation  by 
the  Court  at  the  Commission’s  figures.  The  Copamission 
when  before  the  Court  in  the  valuation  case  of  Tho  Capital 
Traction  Company  accepted  these  figures  for  the  1925 
438  value  as  shown  by  Mr.  Bailey  in  what  was  known 
as  “  Bailey  Exhibit  No.  7”  in  that  case.  In  this  valu¬ 
ation  by  the  Court  there  was  added  to  the  1925  value  of 
property  inventoried  in  1914  the  cost  of  all  additions  to 
property  made  from  1914  to  1925  with  adjustments  to  con- 
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form  with  prices  current  in  1925  and  there  was  deducted 
the  value  of  property  which  was  retired  during  that  same 
period.  Similar  adjustments  have  now  been  made  for  capi¬ 
tal  charges  and  credits  since  January  1,  1925.  All  the  de¬ 
tailed  figures  with  respect  to  this  valuation  are  in  the  files 
of  the  Commission  and  can  be  verified. 

Before  the  completion  of  the  valuation  by  the  Commis¬ 
sion  and  on  account  of  increased  cost  brought  about  by 
the  World  War  and  particularly  by  large  increases  in 
wages  established  bv  the  War  Labor  Board,  it  became  neces- 
sary  for  the  street  railway  companies  of  the  District  of 
Columbia  to  obtain  relief  in  the  form  of  increased  fares  and 
the  Commission  granted  such  relief.  The  application  in 
the  first  instance  was  made  by  both  Companies.  The  in¬ 
crease  consisted  in  doing  away  with  the  G  for  25  cent  tickets 

formerlv  sold.  Further  increases  in  labor  and  material 
* 

cost  required  still  further  increases  in  the  rate  of  fare, 
which  was  then  5  cents  straight,  to  7  cents  with  4  tickets 
for  25  cents  in  December  1919  and  to  8  cents  witli  4  tokens 
for  30  cents  on  Mav  1,  1920.  The  rate  has  been  reduced 
twice — to  8  cents  with  5  tokens  for  25  cents  in  September, 
1921  and  to  the  existing  rate  of  fare,  8  cents  with  G  tokens 
for  40  cents,  effective  March  1,  1922.  These  changes  do  not 
include  certain  changes  in  transfer  charges  usually  made 
separately  from  t lie  actual  changes  in  the  rates  of  fare, 
the  statementweftf  being  confined  to  the  actual  change  in 
cash  and  token  fares. 

Principally  on  account  of  the  greatly  increased  use  of 
automobiles  the  number  of  passengers  carried  by  the  Com¬ 
pany  has  fallen  off  continually  since  1920  and  its  earnings 

available  for  return  have  decreased  steadilv  since  the  fix- 

* 

ing  of  the  present  rate  of  fare. 

439  In  1927  negotiations  for  a  merger  of  the  two  sys¬ 
tems,  The  Capital  Traction  Company  and  the  Wash¬ 
ington  Railway  &  Electric  Company,  were  begun  and  re¬ 
sulted  in  a  signed  agreement  between  the  two  Companies 
and  Mr.  Wilson  principal  owned  of  the  Washington  Rapid 
Transit  Company;  the  agreement  was  submitted  to  the  Pub¬ 
lic  Utilities  Commission,  was  modified  by  them  and  the 
modifications  were  accepted  by  the  Companies ;  and,  in  ac¬ 
cordance  with  the  detailed  program  laid  down  by  Act  of 
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Congress,  approval  of  the  modified  agreemefit  was  re¬ 
quested  of  Congress. 

This  agreement  as  modified  provided  for  no  increase  in 
the  rate  of  fare  for  one  year  after  the  consummation  of 
the  merger  but  also  provided  that  the  Companies  were  not 
barred  from  asking  for  an  increase  if  Congress  failed  to 
approve  the  agreement  before  adjournment  in|  1928,  and 
that  the  agreement  should  remain  in  full  force  and  effect 
until  June  1,  1929.  Congress  did  not  approve  ihe  merger 
and  the  Company  made  application  for  increased  fare  June 
14,  1928.  That  case  was  heard  by  the  Commission  in  Sep¬ 
tember  1928,  and  at  the  expiration  of  the  hearing  the  Com¬ 
mission  dismissed  the  application  giving  as  their  reason 
the  fact  that  Congress  would  soon  meet  again,  i  Congress 
met  again  but  took  no  action  thereon. 

Witness  Hanna  testified  that  this  Company’s  manage¬ 
ment  feels  now  that  the  difficulties  of  the  urban!  transpor¬ 
tation  systems  of  the  District  of  Columbia  can  only  be  solved 
satisfactorily  by  merger  of  the  Companies  (Tr.  p.  58). 

I 

i 

Thereupon  counsel  for  The  Capital  Traction  Company 
gave  notice  (Tr.  63)  that  they  would  offer  in  evidence  cer¬ 
tain  excerpts  from  the  record  in  case  No.  201,  being  the 
former  application  to  the  said  Public  Utilities  Commission 
for  increased  rate  of  fare,  such  excerpts  being  tile  decision 
of  the  Court  of  Appeals  of  the  District  of  Columbia  In  Re 
Valuation  of  The  Capital  Traction  Company  as  of  Jan¬ 
uary  1,  1925,  the  decree  in  the  Supreme  Court  of  the  Dis¬ 
trict  of  Columbia  in  the  case  of  The  Capital  Traqtion  Com¬ 
pany  v.  Public  Utilities  Commission  of  the  District  of 
Columbia,  being  the  same  valuation  proceeding  and  the  two 
memorandum  opinions  of  Mr.  Justice  Hoehling  of  the  Su¬ 
preme  Court  of  the  District  of  Columbia  in  that  case. 

Upon  objection  by  the  Chairman  of  the  Commission  to 
the  introduction  of  such  evidence  in  the  manner  proposed, 
counsel  for  The  Capital  Traction  Company  called  to 
440  the  attention  of  the  Commission  a  stipulation  entered 
into  with  the  Commission  upon  the  occasion  of  the 
dismissal  of  a  former  application  to  the  Commission  by 
The  Capital  Traction  Company  for  increased  rates  of  fare, 
which  stipulation  was  embodied  in  a  letter  und0r  date  of 
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October  29,  1928  from  the  Public  Utilities  Commission  to 
the  President  of  The  Capital  Traction  Company,  the  perti¬ 
nent  portion  of  which  was  as  follows  (Tr.  67)  : 

“We  note  vour  statement  in  this  letter  that  you  in  no 
way  waive  your  legal  or  equitable  rights  to  make  another 
application  at  any  time  after  March  5,  1929.  It  is  under¬ 
stood  also,  for  the  sake  of  saving  time  and  expense,  that 
you  will  be  permitted  to  use  the  record  which  was  made  in 
the  recent  hearing  in  any  subsequent  hearing  for  so  much 
as  it  may  be  worth,  reserving  the  right,  of  course  to  add 
to  it  anv  additional  evidence  which  vou  might  care  to  offer 
and  at  the  same  time  permitting  other  interested  parties 
to  have  the  same  privilege.” 

Whereupon  the  Vice-Chairman  of  the  Commission  called 
attention  to  Rule  Xo.  9  of  the  Rules  of  Practice  adopted  by 
the  Commission  for  this  hearing,  which  provided  that  “The 
Commission  is  not  bound  by  the  rules  of  stare  decisis  and 
res  ad  judicata.” 

Whereupon  the  following  occurred  (Tr.  67  to  71) : 

“Mr.  Dunlop  (attorney  for  The  Capital  Traction  Com¬ 
pany)  ‘I  think  it  is  rather  premature,  if  the  Commission 
please,  to  discuss  the  question  of  stare  decisis  and  res  ad- 
judicata.  The  effect  of  this  evidence  is  not  now  being  con¬ 
sidered  by  the  Commission.  We  are  simply  here  offering 
so  much  of  that  former  record  in  evidence  as  we  were  en¬ 
titled  to  do  under  this  stipulation.  What  effect  it  may  have 
is  entirely  another  matter.’ 

Vice  Chairman  Hartman:  ‘I  am  directing  your  attention 
to  Rule  9  in  connection  with  your  citation  of  the  action  of 
this  Commission  in  another  case.’ 

Mr.  Dunlop:  ‘What  is  Rule  9?’ 

Vice  Chairman  Hartman:  ‘The  one  I  read  you  about 
stare  decisis.’ 

Mr.  Dunlop:  ‘I  do  not  see  that  that  rule  has  any  appli¬ 
cation  at  all  to  what  we  are  now  talking  about.  Whether 
the  Commission  is  bound  by  these  rules  of  law  that  are 
referred  to  seems  to  me  had  no  bearing  upon  the  introduc¬ 
tion  of  this  testimony.’ 

Vice  Chairman  Hartman:  ‘I  am  directing  it  to  the  letter 
that  you  read  into  the  record.’ 
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Mr.  Dunlop:  ‘We  are  certainly  entitled,  aside  from  this 
stipulation  or  anything  else,  to  put  into  this  record 
441  the  opinion  of  the  Court  of  Appeals  and  the  orders 
of  the  court  pursuant  thereto,  and,  aside  from  that, 
it  seems  to  me  that  under  this  stipulation  we  are  entitled 
to  put  it  in.  There  was  no  such  rules  of  this  Commission 
at  the  time  this  stipulation  was  made,  and  no  subsequent 
action  of  the  Commission  in  making  rules  can  deprive  us 
of  the  right  that  we  then  had.’ 

Vice  Chairman  Hartman:  ‘The  Commission  gathers  from 
your  statement  that  the  main  object  of  this  offdr  of  the 
transcript  of  testimony  to  bring  before  it  the  decision  of 
the  Court  of  Appeals  in  the  Capital  Traction  Company 
valuation  case.  Is  that  a  fact?’ 

Mr.  Dunlop:  ‘Yes.’ 

Chairman  Patrick:  ‘Then  we  are  willing  to  have  you 
prove  that  decision  in  the  usual  way  or  we  will  take  judi¬ 
cial  notice  of  it  if  you  so  request,  but  not  in  the  way  in 
which  you  offer  it.’  \ 

Mr.  Dunlop:  ‘I  am  prepared,  if  the  Chairman  please,  to 
prove  the  case  independently  of  this.  I  am  prepared  to 
prove  the  record  in  the  Court  of  Appeals  by  certified  copy 
from  that  court,  but  before  we  reach  that  point  I  ;want  to 
make  our  position  perfectly  clear  here  and  I  do  pot  want 
to  waive  by  prematurely  meeting  this  question  as;  to  how 
we  may  otherwise  pHve  this  record — I  do  not  want  to 
prejudice  our  position  or  to  waive  the  right  that  we  have, 
as  we  see  it,  under  this  stipulation  with  the  Commission 
to  put  in  any  part  of  the  record  in  the  former  case  as  evi¬ 
dence  in  this  case. 

That  was  the  understanding  with  the  Commission  and 
that  is  what  we  are  now  proposing  to  do  and  of  course  the 
records  of  the  Commission  show  that  that  was  the  stipula¬ 
tion.  j 

We  must  insist  that  we  have  a  right  to  refer  to  ahy  por¬ 
tion  of  the  record  in  the  previous  case  as  indicated  by  the 
rules  of  the  Commission  by  page  and  line  number  !  and  to 
incorporate  those,  offer  them  in  evidence  in  this  case.  That 
was  the  stipulation  and  that  is  what  we  must  respectfully 
insist  upon  as  our  right. 

If  the  Commission  overrules  us  on  that  we  will  liave  to 
take  other  steps  and  take  our  exception.’ 
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Chairman  Patrick:  ‘The  Commission  is  not  insisting  that 
you  shall  waive  any  right  which  is  yours,  Mr.  Dunlop.  \ou 
can  again  offer  transcript  of  records  of  previous  testimony 
and  in  each  particular  case  the  Commission  will  decide 
whether  such  transcript  shall  be  accepted  as  evidence  in 


this  case.’ 

Mr.  Dunlop:  ‘Of  course  we  are  now  only  offering  this 
particular  transcript  and  we  would  like  to  have  the  ruling 
of  the  Commission  on  that.’ 

Vice  Chairman  Hartman:  ‘You  have,  Mr.  Dunlop.’ 

Mr.  Hamilton:  *It  does  seem  to  me  that,  with  the  Public 
Utilities  Commission,  acting  under  the  law,  and  a  public 
utility  entering  into  an  agreement,  into  a  contract, 
442  in  a  case  interrupted  largely  because  of  the  desires 
of  the  Commission  and  passed  over  until  another 
time  but  entered  into  in  all  solemnity,  that  that  stipula¬ 
tion  should  be  observed.  I  say  that  we  are  deprived  of 
our  legal  rights  in  any  case  in  making  a  stipulation  and 
having  it  waved  aside  bv  the  successors  in  office  of  that 
body,  and  it  is  doing  us  an  injustice.’ 


(Recess.) 


Chairman  Patrick:  ‘The  Commission  is  not  readv  at  the 
present  time  to  rule  upon  the  matter  raised  by  the  attorney 
for  the  Capital  Traction  Company.  The  ruling  will,  how¬ 
ever,  be  announced  as  soon  as  possible.  Meanwhile  we  are 
asking  1  he  attorney  for  the  company  to  continue  the  exami¬ 
nation  of  his  witness  while  this  particular  question  is  pend¬ 
ing  before  the  Commission.’  ” 


With  respect  to  this  question,  the  Commission  after  ex¬ 
tended  argument  (Tr.  104  to  120)  ruled  as  follows: 


“Gentlemen,  the  Commission  is  prepared  to  make  its 
ruling,  and  does  rule  that  when  any  excerpt  from  the  record 
in  the  previous  case  is  offered,  unless  there  be  objection, 
it  will  be  incorporated  in  the  present  record.  If  there  be 
objection,  the  Commission  will  pass  upon  its  admissibility.” 


To  this  ruling  of  the  Commission  Counsel  for  The  Capi¬ 
tal  Traction  Company  excepted  upon  the  ground  that  it  is 
a  plain  violation  of  a  contract  between  the  Commission  and 
the  Company  by  which  the  Company’s  rights  are  prejudiced 
in  this  cause. 
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Whereupon  the  following  occurred  (Tr.  121):  j 

“Chairman  Patrick:  ‘  Yesterday  objection  was  j  made  to 
the  first  excerpt  offered  by  The  Capital  Traction  Company 
from  the  previous  record,  and,  in  accordance  with: this  rul¬ 
ing  just  made,  the  Commission  will  sustain  that  objec¬ 
tion.^ 


To  which  ruling  of  the  Commission  counsel  for  The 
Capital  Traction  Company  noted  an  exception. 

Whereupon  the  Chairman  of  the  Commission  $aid  that 
the  Commission  would  take  judicial  notice  of  the !  decision 
and  findings  of  the  Supreme  Court  of  the  District  of  Colum¬ 
bia  and  the  Court  of  Appeals  of  the  District  of  Columbia 
in  The  Capital  Traction  Company’s  valuation  case; 

Whereupon  the  following  documents  were  offqred  and 
received  in  evidence  without  objection  (Tr.  125)!:  copies 
certified  by  the  Clerk  of  the  Court  of  Appeals  of  jthe  Dis¬ 
trict  of  Columbia  of  the  transcript  of  record  in  the  Court 
of  Appeals  of  the  District  of  Columbia  in  c^use  No. 
443  4412  being  “Public  Utilities  Commission  of  the  Dis¬ 

trict  of  Columbia,  et  al.  v.  The  Capital  Traction  Com¬ 
pany,’’  of  the  opinion  of  the  Court  of  Appeals!  in  that 
cause,  and  of  the  judgment  of  the  Court  of  Appeals  dated 
January  Term,  1927.  (See  Exhibits  No.  2,  3  and  4.) 

Thereupon  counsel  for  The  Capital  Traction  Company 
offered  and  there  was  admitted  in  evidence  the  f<j>ll owing- 
correspondence  between  The  Capital  Traction  Company 
and  the  Public  Utilities  Commission  of  the  District  of 
Columbia :  ! 


“The  Capital  Traction  Company,  Washington,  D.  C. 


October  24, j  1928. 


“Public  Utilities  Commission  of  the  District  of  Columbia, 
Washington,  D.  C.  | 


Gentlemen  : 

Your  order  No.  729,  dated  October  24,  1928,  dismissing 
the  application  of  this  company  for  an  increased  fare  with¬ 
out  passing  upon  or  determining  any  of  the  issues  involved 
and  without  prejudice  to  this  company’s  right  to  renew  its 
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application  at  any  time  subsequent  to  March  5th,  1929,  has 
been  received. 

In  order  that  the  public  of  the  District  of  Columbia  may 
benefit  by  the  improved  service  and  greater  economy  of 
operation  which  would  follow  a  merger  of  the  transporta¬ 
tion  agencies  of  the  city,  the  Capital  Traction  Company 
is  extremely  desirous  that  the  Unification  Agreement,  to 
which  it  and  the  Washington  Railway  &  Electric  Company 
are  parties  and  which  has  been  approved  by  you,  shall  be 
made  effective  through  suitable  legislation  by  Congress. 

Sharing  the  belief,  expressed  in  your  order,  that  further 
consideration  at  this  time  of  an  increase  in  street  car  fares 
might  interfere  with  favorable  action  bv  Congress  on 
merger  legislation,  the  Capital  Traction  Company,  reserv¬ 
ing  its  right  to  renew  after  March  5th,  1929,  its  application 
for  an  increase  in  fare,  will  accept  the  situation  created  by 
your  order  and  take  no  appeal  therefrom. 

In  reaching  this  decision  the  company  in  no  way  alters 
its  position  that  it  is  legally  and  equitably  entitled  to  an 
increased  rate  of  fare  and  that  the  same  rate  of  fare  should 
apply  on  lines  of  the  Washington  Railway  &  Electric  Com¬ 
pany  as  on  its  own. 

Yours  very  truly, 


President 

444  “Public  Utilities  Commission  of  the  District  of 

Columbia,  Washington. 

2821/58. 

October  29,  1928. 

“Mr.  J.  H.  Hanna, 

President  The  Capital  Traction  Company, 

36th  &  M  Streets  N.  W., 

Washington,  D.  C. 

My  Dear  Sir: 

The  Commission  is  in  receipt  of  your  letter  of  October 
24th,  in  which  you  state  that  you  are  in  accord  with  the 
broad  principles  expressed  in  our  Order  No.  729,  by  which 
your  petition  for  increase  in  fare  was  denied  at  this  time 
on  the  ground  that  any  other  action  would  have  a  serious 
effect  upon  the  approval  of  the  merger  agreement  by  the 
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Congress.  We  are  so  much  interested  in  the  consummation 
of  this  agreement  and  the  putting  into  effect  of  ijts  many 
improvements  and  benefits  for  the  city  of  Washington,  that 
we  believe  the  present  action  and  your  acquies-encelin  same 
will  accrue  to  the  ultimate  benefit  of  both  the  transporta¬ 
tion  companies  and  the  people.  j 

We  note  your  statement  in  this  letter  that  vou  ini  no  wav 
waive  your  legal  or  equitable  rights  to  make  another  appli¬ 
cation  at  any  time  after  March  5,  1929.  It  is  uneferstood 
also,  for  the  sake  or  saving  time  and  expense,  that  you 
will  be  permitted  to  use  the  record  which  was  made  in  the 
recent  hearing  in  any  subsequent  hearing  for  so  much  as 
it  may  be  worth,  preserving  the  right,  of  course,  to  hdd  to  it 
an}"  additional  evidence  which  you  might  care  to  offer,  and 
at  the  same  time  permitting  other  interested  parties  to 
have  the  same  privilege.  j 

By  direction  of  the  Commission  : 

JOHN  W.  CHILDRESS, 

Chairman.” 

“  JWC  :MMK.  | 

445  Mr.  J.  E.  Heberle  was  called  as  a  witness  for  The 

I 

Capital  Traction  Company,  was  duly  sworn  and  tes¬ 
tified  as  follows:  (Tr.  72)  that  he  is  Assistant  to  th$  Presi¬ 
dent  of  The  Capital  Traction  Company,  having  charge  of 
its  statistical  records  and  the  making  of  monthly  reports 
to  the  Public  Utilities  Commission;  that  he  has  made  up 
statistics  from  the  records  of  the  Company  and  other  avail¬ 
able  records  with  respect  to  the  fair  value  of  the  property 
of  The  Capital  Traction  Company  used  and  useful  for 
street  railway  operations  in  the  District  of  Columbia ;  that 
Exhibit  No.  1  (Tr.  73)  which  was  thereupon  offered: in  evi¬ 
dence,  is  a  statement  showing  the  fair  value  of  all  th<*  prop¬ 
erty  of  The  Capital  Traction  Company.  It  starts  otit  with 
the  value  of  January  1,  1925  as  found  by  the  decision  of 
the  Court  of  Appeals  of  the  District  of  Columbia  in  cause 
No.  4412  of  $25,756,880.  j 

The  statement  shows  the  makeup  of  the  value  as  of  De¬ 
cember  31,  in  each  of  the  years  1925,  1926,  1927,  and  1928. 
It  is  arrived  at  by  taking  the  value  as  found  by  the  Court, 
first  taking  from*the  total  value  the  material  and  supplies 
and  working  capital  which  are  later  restored  at  another 
figure,  and  adding  to  that  total  capital  additions  at  cost,  less 
the  value  as  of  January  1,  1925,  of  property  retired.! 
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The  value  of  materials  and  supplies  on  hand  as  of  De¬ 
cember  31,  and  the  working  capital  is  arrived  at  by  taking 
one- twelfth  of  operating  expenses  for  the  year,  following 
the  formula  that  was  used  in  the  decision  of  the  Court  of 
Appeals. 

The  figures  in  this  Exhibit  were  taken  from  the  books  of 
the  Company  and  such  capital  additions,  retirements,  mate¬ 
rials  and  supplies  and  working  capital  were  reported  to  the 
Public  Utilities  Commission  periodically  during  the  periods 
indicated.  The  capital  additions  were  put  in  at  actual  cost 
and  the  retirements  were  taken  out  at  their  value  as  of 
January  1,  1925,  the  same  basis  of  value  at  which  they 
were  included  in  the  Court’s  valuation  with  which  the  state¬ 
ment  starts. 

Counsel  for  The  Capital  Traction  Company  thereupon 
asked  the  witness  whether  these  figures  had  been  checked 
with  the  accountant’s  for  the  Commission  or  with 
446  the  Commission’s  books  and  what  he  did  with  re¬ 
spect  to  a  checking  of  these  figures  with  the  Commis¬ 
sion’s  records. 

The  witness  thereupon  undertook  to  testify  with  respect 
to  a  statement  that  he  had  obtained  from  the  Accounting 
Bureau  of  the  Commission  and  also  to  introduce  in  evidence 
a  statement  marked  “ Exhibit  la”  purporting  to  be  a  state¬ 
ment  taken  from  the  books  of  the  Commission  as  intro¬ 
duced  bv  Mr.  Murray,  accountant  of  the  Commission  and 
witness  for  People’s  Counsel,  as  Exhibit  No.  112  at  the 
hearing  upon  a  former  application  of  The  Capital  Traction 
Company  for  increased  fares  known  as  Formal  Case  No. 
201,  together  with  certain  portions  of  the  transcript  in  said 
Formal  Case  No.  201,  being  the  testimony  of  said  witness 
Murray  with  respect  to  said  exhibit  and  reported  in  the 
transcript  of  the  hearing  in  said  former  case  at  page  331, 
line  19  to  page  379,  line  6  inclusive,  and  also  Exhibits  Nos. 
101  to  117  inclusive  therein  introduced  by  said  witness 
Murray,  but  the  witness  was  not  permitted  by  the  Com¬ 
mission  to  testify  with  respect  thereto  nor  were  the  said 
excerpts  from  the  former  case  or  the  said  exhibits  per¬ 
mitted  to  be  introduced. 

Whereupon  the  following  occurred  (Tr.  84,  85) : 

“Mr.  Dunlop:  ‘All  right,  Mr.  Heberle,  I  will  ask  you  did 
you  check  the  figures  in  this  Exhibit  No.  1  against  the 
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figures  shown  on  Mr.  Murray ’s  Exhibit  112  in  the  previous 
case?  Answer  ves  or  no.’ 

Mr.  Ileberle:  4  Yes.  ’ 

Mr.  Dunlop:  ‘Mr.  Heberle,  did  you  find  whether! or  not 
they  were  the  same  figures  ? ’ 

Vice  Chairman  Hartman :  ‘  That  is  a  question  j  which 
merely  attempts  to  circumvent  the  ruling  which  thq  Com¬ 
mission  has  just  made.’ 

Mr.  Dunlop:  ‘Is  that  the  ruling  of  the  Chairman ?f 

Chairman  Patrick:  ‘The  Commission  rules  on  lliqt  that 
the  answer  given  by  Mr.  Heberle  to  the  previous  question 
was  a  sufficient  one,  and  needs  no  further  elaboration.  ’ 

Mr.  Dunlop:  ‘We  reserve  an  exception  to  the  ruling  of 
the  Chairman.’ 

447  Chairman  Patrick:  ‘Certainlv.’  ” 

%/  i 

! 

The  witness  thereupon  testified  further  (Tr.  88)  tliat  the 
valuation  figure  as  of  December  31,  1928  as  shown  by  Ex¬ 
hibit  No.  1,  is  made  up  of  the  value  handed  down  by  tlie  Dis¬ 
trict  Court  of  Appeals,  giving  the  value  as  of  January  1, 
1925  with  certain  adjustments  in  the  amounts  shoVm  for 
materials  and  supplies  and  working  capital  as  previously 
explained,  plus  additions  at  cost  of  property  added  since 
that  time,  minus  retirements  at  their  value  as  of  January  1, 
1925.  Subsequent  to  January  1,  1925  there  is  no  deduction 
for  depreciation.  The  witness  further  testified  that  he  did 
not  know  whether  the  figure  $26,080,144.72  (the  present 
value  of  the  property  as  shown  by  Exhibit  No.  1)  is  a  de¬ 
preciated  figure  so  far  as  it  involves  propertv  acquired 
prior  to  1925.  ■ 

Vice  Chairman  Hartman  thereupon  asked  the  vjitness 
whether  he  intended  to  submit  an  inventory  of  the  property 
as  of  1929  for  this  record,  or  to  present  an  original  cost  ap¬ 
praisal,  or  a  statement  as  to  the  investment  made  by  the 
Company  as  of  1928;  to  which  the  witness  replied  (Tr.  90) 
that  he  did  intend  to  submit  a  balance  sheet  showing  con¬ 
struction  and  equipment  and  plant  accounts. 

Vice  Chairman  Hartman  further  asked  the  witness 
whether  he  intended  to  show  recorded  money  outlay  for  the 
properties,  or  a  corporate  history  in  this  case  ih  any 
greater  detail  than  was  given  bv  Mr.  Hanna,  or  a  statement 
showing  accrued  depreciation  as  of  1929,  determined  either 
by  inspection  or  by  life  tables,  or  to  show  the  reproduction 
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cost  of  the  properties  as  of  the  present  time  without  min¬ 
gling  of  original  cost  figures  in  the  single  sum.  To  which 
witness  replied  that  he  did  not. 

In  answer  to  questions  by  Commissioner  Hartman,  the 
witness  testified  that  the  single  sum  figure  of  $26,080,144.72, 
the  present  value  of  the  property  as  shown  by  Exhibit  No. 
1  included  property  outside  the  District  of  Columbia  only 
to  the  extent  determined  by  the  Public  Utilities  Commis¬ 
sion  in  its  original  valuation.  And  he  also  testified  that  it 
included  to  a  minor  degree,  possibly  as  much  as  $25,- 
448  000,  improvements  and  additions  that  The  Capital 

Traction  Company  has  made  on  the  lines  which  it 
lias  leased  from  the  Washington  &  Maryland  Railway  Com¬ 
pany  in  the  District  of  Columbia  (Tr.  92). 

He  further  testified  that  to  a  very  small  degree,  not  ex¬ 
ceeding  $5,000,  this  value  includes  special  assessments  for 
street,  sidewalk  and  sewer  improvements  adjacent  to  prop¬ 
erties  owned  by  The  Capital  Traction  Company  (Tr.  93). 

In  answer  to  questions  by  Vice  Chairman  Hartman  he 
further  testified  (Tr.  96  and  97)  that  to  a  very  small  degree 
the  cost  of  removals  from  original  location  to  new  site  was 
included  in  the  figure,  such  for  example,  as  in  connection 
with  the  Grace  Street  power  machinery  moved  to  sub-sta¬ 
tions. 

Whereupon  counsel  for  The  Capital  Traction  Company 
objected  to  any  such  questions  or  the  consideration  of  any 
such  testimony  insofar  as  they  related  to  the  period  prior 
to  the  valuation  of  1925  by  the  Court  of  Appeals,  upon  the 
ground  that  while  such  additions  and  deductions  from  the 
value  found  by  the  Court  of  Appeals  as  of  1925  were  made 
in  the  period  intervening  between  1925  and  1928  may  be 
pertinent,  such  questions  are  not  pertinent  to  the  period 
prior  to  the  valuation  by  the  Court  of  Appeals  as  of  1925 
and  that  there  are  included  only  such  expenditures  as  were 
made  since  1925;  and  it  was  agreed  with  the  Commission 
(Tr.  100)  that  such  objections  refer  and  run  to  any  mat¬ 
ters  which  may  involve  a  readjustment  or  consideration  of 
figures  prior  to  the  Court  of  Appeals’  decision  in  1925, 
which  objection  was  overruled  by  the  Commission  and  an 
exception  noted  with  the  above  understanding. 

The  witness  thereupon,  in  answer  to  question  by  Vice 
Chairman  Hartman  testified  (Tr.  127)  that  the  gross  cap¬ 
ital  additions  at  cost  for  the  year  1925  were 
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For  the  year  1925  .  $355,020.95 

For  the  year  1926  .  226,914.53 

For  the  year  1927  .  365,026.97 

For  the  year  1928  .  1$0, 686.42 

I 

and  also  that  the  gross  retirements  covering  the 
449  same  period  at  cost  and  not  adjusted  to  present 
value  figures  and  including,  in  some  instances,  retire¬ 
ments  not  included  in  the  fair  value  and  as  such  retirements 
are  shown  on  the  books  of  the  Companv  were  a!s  follows 
(Tr.  128) : 


For  the  year  1925  .  $96,465.90 

For  the  year  1926  .  187,262.19 

For  the  year  1927  .  160,133.10 

For  the  year  1928  .  64,943.94 

i 


He  further  testified  that  in  said  figures  representing 
gross  retirements  at  cost  that  the  following  amounts  rep¬ 
resenting  cost  of  property  not  included  in  the  fair  value  of 
the  Company’s  property  are: 


For  the  year  1925  .  $65, 

For  the  year  1926  .  62,623.73 

For  the  year  1927  .  !  22.50 

For  the  year  1928  .  i  9,605 


It  was  further  testified  that  in  making  retirements  of 
property  installed  prior  to  1914  they  were  taken  out  at  cost 
multiplied  by  the  index  figure  representing  the  increase  or 
decrease  in  prices  of  such  property  since  1914,  using  1914 
as  100,  that  being  the  closest  approximation  that  |  could  be 
had  for  the  1914  value  of  such  property.  The  index  used 
was  the  percentage  of  increase  used  by  Mr.  Bailey  ; in  bring¬ 
ing  the  1914  valuation  up  to  1925  in  the  Court  valuation 
case.  This  refers  to  property  retired  between  1915  and 
1928  with  respect  to  which  it  was  attempted  to  get  as  near 
as  possible  at  the  amount  at  which  the  property  retired  was 
carried  into  the  valuation  of  the  court,  to  get  at;  which  it 
was  estimated  that  the  cost  of  the  property  was  the  same  as 
the  1914  reproduction  value.  With  respect  to  property 
retired  between  1914  and  1925  that  was  adjusted  f£om  year 
to  year  and  was  taken  into  consideration  in  the  amount 
found  by  the  Courts. 

24 — 5316a  j 
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In  answer  to  a  question  by  Vice  Chairman  Hartman  the 
witness  further  testified  (Tr.  130)  that  the  index  figures 
which  were  applied  to  the  cost  of  property  acquired  prior  to 
1914  and  retired  subsequently  using  1914  as  100  are  as 
follows : 

For  track  work,  192 ; 

450  Conduits  and  cables,  175; 

Shops  and  car  houses,  miscellaneous  structure-, 
power  plants  and  substation  buildings,  191 ; 

Power  plant  and  substation  equipment,  189 ; 

Shop  equipment  and  miscellaneous,  168; 

Rolling  stock,  202; 

Tools  and  miscellaneous,  205. 

Witness  Heberle  testified  that  the  Company  operates 
rush-hour  service  on  the  tracks  on  Twenty-fifth  and' 
Twenty-sixth  Streets  morning  and  afternoon  (Tr.  p.  131). 

Witness  Hanna  stated  he  did  not  think  there  is  any  in¬ 
formation  that  would  definitelv  show  what  the  value  of  the 
tracks  on  those  two  streets  is  (Tr.  p.  131). 

It  was  further  testified  (Tr.  132)  that  the  Grace  Street 
power  house  is  used  in  part  as  a  store  room  for  miscella¬ 
neous  material.  The  part  of  the  property  included  with  it 
is  a  separate  building  that  is  actively  used  for  storage,  and 
the  main  engine  room  is  used  for  storage  of  some  material. 
The  coal  bunkers  and  part  of  the  equipment  in  the  boiler 
room  are  rented  to  the  District  of  Columbia  Paper  Man¬ 
ufacturing  Company,  and  the  rental  is  included  in  operat¬ 
ing  income.  Part  of  the  property  that  is  rented  is  also  in¬ 
cluded  in  the  value.  Mr.  Pillsburv  (valuation  engineer  for 
the  Commission  at  the  time  of  the  Commission  valuation) 
included  the  coal  storage  part  of  the  building  because  at 
that  time  the  Company  was  using  that  for  storing  its  own 
coal  and  it  has  been  held  in  operating  condition  in  order 
that  it  might  be  used  for  storing  its  own  coal  should  the 
contingencies  and  necessities  so  require ;  the  only  means  of 
getting  coal  in  or  out  would  be  by  truck. 

Vice  Chairman  Hartman  thereupon  asked  whether  this 
building  was  not  included  in  the  valuation  at  $70,000  and 
the  Company  asked  a  $50,000  tax  assessment  against  it. 
To  which  question  counsel  for  the  Capital  Traction  Com- 
-any  objected  upon  the  ground  that  tax  assessments  were 
not  competent  testimony  in  determining  value  of  property 
for  rate  making  purposes,  which  objection  was  overruled 
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by  the  Commission  and  an  exception  noted  (Tr.  135).  The 
witness  thereupon  answered  that  it  was  probably  jtrue  that 
the  building  was  included  at  $70,000  and  that  the  Company 
had  requested  a  $50,000  tax  assessment. 

451  In  answer  to  a  question  by  the  Vice  Chairman  of 
the  Commission  as  to  what  extent  materials  and  sup¬ 
plies  for  additions  and  betterments  are  included  iti  the  $82- 
362.74  for  materials  and  supplies  in  the  1928  sihgle  sum 
shown  on  Exhibit  No.  1,  Mr.  Hanna  testified  (Tr.  ;136)  that 
the  question  could  not  be  accurately  answered  because  the 
materials  and  supplies  account — the  actual  materials  and 
supplies  in  store  are  held  there  for  any  use  which  may 
come  up,  and  that  they  had  no  possible  way  of  |  knowing 
whether  that  material  would  be  used  for  operating  or  cap¬ 
ital  expenditures. 

In  answer  to  a  question  by  the  Vice  Chairnjian,  Mr. 
Hanna  testified  (Tr.  137)  that  during  the  winter!  months, 
the  late  fall  months,  when  the  inventory  is  made,  if  is  after 
the  completion  of  all  of  the  major  track  jobs  and  when  ma¬ 
terial  stocks  are  lower  than  in  spring  and  summer  when 
those  jobs  are  in  progress. 

In  answer  to  a  question  by  the  Vice  Chairman  of  the 
Commission  Mr.  Hanna  testified  (Tr.  137,  138)  tjiat  their 
method  of  determining  working  capital  is  the  method  ap¬ 
plied  by  the  Public  Utilities  Commission  in  its  valuation 
and  has  been  followed  by  the  Company  for  that  reason  and 
for  none  other;  that  generally  speaking  the  application  of 
that  rule  results  in  a  lesser  amount  of  working  capital  than 
he  thinks  should  be  included;  that  the  Company  does  not 
receive  practically  all  of  its  income  at  least  a  month  in  ad¬ 
vance  of  the  due  date  of  bills  payable ;  that  the  biggest  item 
of  operating  expense  is  wages  and  the  biggest  j  item  of 
wages  is  that  of  conductors  and  motormen  which  gre  paid 
daily;  that  tax  accruals  have  a  full  year;  that  it  is; the  uni¬ 
form  practice  of  the  Company  to  take  advantage  of  the 
cash  discounts  and  there  are  verv  few  instances  where  that 
cash  discount  is  not  used  which  is  2  per  cent  in  10  days. 

The  witness  testified  (Tr.  140)  in  answer  to  a  question 
bv  the  Vice  Chairman,  that  the  track  on  Pennsvlvania  Ave- 
nue  from  10th  street  to  17th  Street  S.  E.  was  constructed  in 
1901;  that  the  track  on  Florida  Avenue  from  7th  Street, 
N.  W.  to  8th  Street,  N.  — .  was  constructed  in  1909  and  on 
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8th  Street  N.  E.  from  Pennsylvania  Avenue  to  Flor- 

452  ida  Avenue  at  the  same  time;  that  the  track  on  New 
Jersey  Avenue  and  Massachusetts  Avenue  was  con¬ 
structed  in  1908;  that  the  shops  building  was  erected  about 
1878  or  1879;  that  the  Navy  Yard  Barn  was  originally  con¬ 
structed  in  1891  and/or  1892  and  was  entirely  rebuilt  in 
1909  and  about  half  of  the  present  building  was  completed 
new  then;  that  the  Georgetown  barn  was  built  in  1895  and 
has  been  reconstructed  two  or  three  times  since ;  that  very 
radical  changes  have  been  made  in  it  and  the  entire  inside 
of  the  building  was  changed  in  1910  to  accommodate  double 
truck  cars.  As  origitially  built  it  would  not  accommodate 
anything  but  a  25  foot  car.  The  retaining  walls  are  the 
same;  the  front  walls  were  changed;  that  the  Decatur 
Street'  barn  was  built  in  1906  or  1907 ;  that  the  garage  at 
Water  and  K  Streets  (1st  &  B  Streets),  was  built  about 
1880  and  some  changes  have  been  made  in  it  in  the  past 
vear  which  was  reflected  in  the  1927  or  1928  additions  fig- 
ure.  This  included  fireproofing  the  roof  to  meet  the  re¬ 
quirements  of  the  building  department  and  some  changes 
in  pits  and  constructions  of  that  sort  to  adapt  them  to  the 
Company’s  needs  (Tr.  143).  That  the  average  age  of  cars 
is  approximately  17%  years. 

To  the  admission  of  which  testimony  over  the  objection 
of  The  Capital  Traction  Company,  the  Company  noted  an 
exception  upon  the  ground  that  if  the  purpose  of  such  ques¬ 
tions  asked  bv  the  Commission  was  to  affect  the  total  value 
• / 

of  the  property  for  rate  making  purposes  by  deducting  the 
depreciation  in  the  property  it  was  contrary  to  the  deci¬ 
sion  of  the  Court  of  Appeals  in  The  Capital  Traction  Com¬ 
pany  valuation  case  wherein  the  Court  held  that,  for  the 
reason  therein  stated  depreciation  should  not  be  deducted 
in  arriving  at  the  fair  value  of  this  Company’s  property 
(Tr.  145  and  146).  It  was  thereupon  understood  and  agreed 
between  the  Commission  and  counsel  for  The  Capital  Trac¬ 
tion  Company  that  the  same  objection  and  exception  would 
run  and  apply  to  all  similar  questions  (Tr.  147). 

Whereupon  in  answer  to  questions  by  the  Vice  Chairman 
of  the  Commission,  the  witness  testified  that  one  of 

453  the  buses,  bus  No.  6,  purchased  in  1923  cost  $7,577.82 
has  depreciation  accrued  against  it  in  the  sum  of 

$7,377;  and  that  practically  the  same  figure  applies  to 
buses  Nos.  7  and  8  ;  that  the  Company  is  now  negotiating 
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for  the  purchases  of  buses  to  replace  them;  that! such  infor¬ 
mation  is  to  a  certain  extent  misleading  unles-  it  is  accom¬ 
panied  by  a  statement  of  buses  which  have  been  retired  be¬ 
fore  the  depreciation  has  been  accrued  in  its  entirety;  that 
they  are  included  in  the  value  at  cost;  that  depreciation  is 
accrued  on  them  upon  the  cost  basis  on  the  sinking  fund 
method  and  the  accrual  is  not  used  for  capital  purposes 
unless  the  Company  pays  interest  on  it.  As  a  sinking  fund 
it  has  the  effect  of  deduction  from  capital  account;  when 
the  buses  are  replaced  they  are  replaced  out  of  i  the  depre¬ 
ciation  account  which  is  not  a  charge  to  capital  account. 
So  that  the  capital  account  represents  practically  the  same 
thing  whether  the  buses  are  ten  years  old  or  five  months 
old;  that  the  Company  pays  interest  on  the  money  bor¬ 
rowed  from  the  sinking  fund  at  3  per  cent;  that  bus  No.  12 
was  purchased  in  1925  at  a  cost  of  $5,611.08  and  has  over 
$4,919  depreciation  accrued  against  it;  that  bus  No.  501 
purchased  in  1925  at  a  cost  of  $10,135  has  $8,39$  deprecia¬ 
tion  accrued  against  it ;  that  the  figures  are  almost  the  same 
with  respect  to  buses  Nos.  502  to  506  inclusive  (Tr.  150). 

Over  the  objection  of  counsel  for  The  Capital  Traction 
Company  and  subject  to  its  exception,  Mr.  Hanna  testified 


that  the  tracks  on  F  and  G  and  25th  and  26th  Streets  line 
were  built  in  1901  and  are  not  in  very  good  condition; 
that  the  surface  bending  of  the  rails  referred  Ito  by  Mr. 
Hartman  in  his  question  might  or  might  not  indicate  broken 
yokes  (Tr.  151) ;  that  when  inspected  by  him  the!  track  was 
in  perfectly  safe  and  good  operating  condition;  that  the 
present  condition  of  the  track  on  Third  Street  from  Ken¬ 
nedy  Street  to  Blair  Road  and  Blair  Road  to  Takoma  Park 
is  bad  but  there  is  nothing  in  the  value  of  The  Capital  Trac¬ 
tion  Company  representing  these  tracks  on  Kennedy  and 
Third  Streets;  that  so  far  as  additions  and  betterments 
made  by  the  Capital  Traction  Company  on  these  lines 
454  of  the  Washington  &  Maryland  Railway  j  Company 
are  concerned,  the  witness’  statement  that  the  con¬ 
ditions  of  the  tracks  is  poor  does  not  apply;  that  within  a 
year  there  have  been  some  new  cross  overs  installed  on 
that  line  and  insofar  as  that  part  of  the  track  is  concerned, 
it  is  not  in  bad  condition  but  presumably  in  good  condition. 
The  original  track  of  the  Washington  &  Maryland  Railway 
Company  which  has  not  been  rebuilt  is  old  and  of  rather 
light  construction ;  that  while  safe,  is  not  in  good  first  class 
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condition.  With  the  exception  of  the  track  of  the  Wash¬ 
ington  &  Maryland  Railway  Company  which  The  Capital 
Traction  Company  has  rebuilt  there  is  not  one  dollar  in 
the  Capital  Traction  Company’s  value  representing  the 
Washington  &  Maryland  Company’s  property  (Tr.  152). 
The  rental  paid  by  The  Capital  Traction  Company  to  the 
Washington  &  Maryland  Railway  Company  for  the  use  of 
its  lines  is  charged  as  an  expense  by  The  Capital  Traction 
Company  in  accordance  with  the  contract  between  it  and 
the  Washington  &  Maryland  Railway  Company  which  has 
been  on  file  with  the  Public  Utilities  Commission  and  no 
objection  has  been  Raised  to  it.  That  the  condition  of  the 
track  on  14th  Street  north  of  Otis  Street  is  not  now  in 
first  class  condition';  that  there  are  some  places  that  need 
repairs;  that  the  track  on  Pennsylvania  Avenue  between 
7th  Street  and  the  Peace  Monument  is  not  in  bad  condition; 
there  may  be  some  bad  joints  in  it ;  that  the  condition  of 
the  tracks  on  M  Street  from  36th  Street  to  Wisconsin  Ave¬ 
nue  are  not  in  first  class  condition  but  is  in  good  condi- 
tion;  that  the  track  on  Pennsylvania  Avenue  from  17th 
Street  to  F  Street,  X.  W.  in  front  of  the  White  House  is  in 
good  condition;  (Tr.  155)  that  an  occasional  broken  joint 
in  the  track  or  a  broken  voke  does  not  indicate  that  the 
track  generally  is  in  bad  condition  and  is  no  indication 
whatever  of  the  value  of  the  track  or  its  prospective  age 
and  as  to  that  piece  of  track  in  particular,  while  there  may 
be  a  broken  joint  and  there  may  be  a  broken  yoke  or  two 
the  track  is  in  good  condition;  the  fact  that  the  rail  gives 
over  the  yokes  when  a  car  passes  over  it  does  not 
455  necessarily  indicate  a  broken  yoke;  a  rail  will  some¬ 
times  give  over  a  yoke  in  a  track  that  has  just  been 
built.  If  the  rail  should  give  from  a  half  inch  to  a  full  inch 
it  would  probably  indicate  a  broken  yoke  but  he  is  quite 
sure  that  there  is  no  such  movement  at  the  point  indicated 
and  in  case  of  any  such  movement  the  track  would  long  ago 
have  shown  itself  to  be  in  bad  shape;  that  from  the  wit¬ 
ness’s  own  experience  rails  that  apparently  gave  under 
traffic  when  actuallv  measured  bv  instruments  the  move- 
ment  was  from  one-sixteenth  to  an  eighth  of  an  inch;  that 
the  condition  of  the  track  on  18th  Street  from  U  Street  to 
Columbia  Road  is  not  in  very  bad  condition. 

Witness  Heberle  thereupon  testified  (Tr.  162)  that  the 
buses  owned  by  The  Capital  Traction  Company  as  of  De- 
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cember  31,  1928  had  an  average  age  of  2  years  and  4 
months ;  that  2  buses  out  of  a  total  of  34  were  purchased 
by  The  Capital  Traction  Company  in  1925  front  the  Park 
Amusement  Company ;  that  their  age  is  put  in  at  the  num¬ 
ber  of  months  that  they  were  in  the  ownership  of  The  Cap¬ 
ital  Traction  Company.  They  were  used  buses  which  had 
been  recently  purchased  by  the  Park  Amusement!  Company 
and  were  practically  new  at  that  time  and  their  age  was 
taken  as  of  the  time  they  were  purchased  by  The  Capital 
Traction  Company.  In  laying  conduit  track  the;  Company 
now  uses  flat  bottom  yokes  weighing  about  450  founds  in¬ 
stead  of  the  round  bottom  yoke  weighing  350  pounds  which 
were  formerly  used;  that  the  Company  for  several  years 
on  reconstruction  work  has  been  using  Thermit  welded  rail 
joints  which  is  a  different  joint  from  that  formerly  used 
(Tr.  164);  that  the  Company  has  a  great  many;  joints  of 
other  types  that  are  in  very  good  condition. 

Whereupon  the  following  occurred  (Tr.  164  to  171): 


“Vice  Chairman  Hartman:  ‘None  of  these  questions, 
Mr.  Hanna,  go  to  questioning  the  operating  condition  of 
your  track.  It  is  for  an  entirely  sifference  purpose.  I  am 
not  attempting  with  these  questions  to  show  that  your 
track  is  in  bad  operating  condition.’ 

Mr.  Hanna:  ‘That  is  not  the  only  thing.  I  don’t  know 
just  what  you  are  getting  at  in  a  question  of  that  char¬ 
acter.  I  could  understand  your  question  as  1 6  the  age 
and  general  condition  of  the  track,  but  the  fact  we  are  now 
using  a  different  type  of  yokr  and  a  different  typo  of  joint 
from  what  we  used  five  or  six  or  seven  or  eight  years 
456  ago — I  don’t  know  just  what  bearing  that  has  on  any 

phase  of  this  inquiry.  We  may  next  year  hse  a  still 
different  type  of  yoke  and  different  type  of  joint.’! 

Air.  Dunlop:  ‘What  is  the  purpose?’  | 

Vice  Chairman  Hartman:  ‘I  think  that  will  come  out 
as  the  questions  are  asked.’  ! 

Mr.  Dunlop:  ‘Then  I  object  to  the  questions.’ 

Vice  Chairman  Hartman:  ‘All  right.  Then  I  will  state 
that  their  pertinency  will  be  developed  at  the  end  of  the 
line  of  questions,  and,  unless  it  is  done,  of  course,  they 
will  be  subject  to  your  objection.  But  I  believe  counsel  are 
familiar  with  the  rules  that  questions  may  be  asked  with¬ 
out  a  definite  statement  of  their  purpose  being  stated.’ 
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Mr.  Dunlop:  4 1  am  not  familiar  with  any  such  rule.  I 
think  counsel  are  entitled  to  know  the  pe-tinencv  of  the 
question  in  order  that  they  may  object  to  it.  If  it  is  im¬ 
pertinent  we  have  a  right  to  object,  and  I  must  insist  upon 
knowing  what  the  purpose  of  the  question  is.’ 

Vice  Chairman  Hartman:  ‘The  present  purpose  is  to  put 
on  to  this  record  the  type  of  physical  property  as  to  which 
you  have  attached  a  specific  1928  value.7 

Mr.  Dunlop:  ‘Then  I  object  to  the  question,  may  it  please 
the  Commission,  because  there  is  no  purpose  in  that  ques¬ 
tion  which  is  pertinent  to  this  inquiry/ 

Vice  Chairman  Hartman:  ‘Do  you  mean  to  say  we  have 
no  right  to  bring  out  on  the  record  the  type  of  property 
that  this  company  has  used  and  is  using  as  physical  prop¬ 
erty  ?7 

Mr.  Dunlop:  ‘Not  unless  you  intend  to  use  it  for  some 
purpose  that  is  pertinent  to  this  inquiry,  which  is  our  right 
to  a  reasonable  return  upon  our  value.7 

Chairman  Patrick:  ‘This  is  intended,  I  think,  Mr.  Dun¬ 
lop,  to  ascertain  as  nearly  as  we  can  something  concerning 
the  value  of  the  property,  and  it  seems  to  me  the  question 
is  quite  pertinent  along  that  line. 7 

Mr.  Dunlop:  ‘My  objection  is  overruled?  I  would  like 
to  note  an  exception.7 

Chairman  Patrick:  ‘The  objection  is  overruled.7 

Vice  Chairman  Hartman:  ‘To  what  extent  is  the  slot 
rail  and  track  included  of  a  type  no  longer  purchased?7 

Mr.  Hanna :  ‘  That  would  require  some  investigation.  My 
recollection  is  that  there  is  very  little  of  the  older  type  of 
slot  rail  now  in  use.  As  a  matter  of  fact,  I  think  it  would 
be  an  almost  negligible  quantity.  But  that  information  can 
be  obtained  and  will  be  furnished,  if  desired.  I  might  state 
that  that  old  type  slot  rail  has  not  been  used — well, 
457  I  would  rather  not  make  that  statement.  I  know  i* 
has  not  been  used  for  several  years,  but  a  guess 
would  better  not  be  put  into  the  record.7 

Mr.  Hartman:  ‘How  many  cars  and  buses  are  included 
in  the  1928  figure  of  a  type  that  you  no  longer  purchase?7 

Mr.  Dunlop:  ‘That  you  no  longer  purchase?7 

Vice  Chairman  Hartman:  ‘Yes.7 

Mr.  Hanna:  ‘That,  again,  Mr.  Commissioner,  cannot  be 
answered  either  now  or  by  an  investigation,  because  until 
we  actually  enter  into  the  determination  of  the  purchase  of 
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either  buses  or  cars  we  do  not  know  what  type  of  buses 
or  cars  we  would  purchase.  If  you  phrase  the  question  as 
to  the  availability  or  advantages  as  to  the  present  type  of 
buses  or  cars  I  can  answer  it.  But  as  to  what  we  would  do 
in  case  we  would  go  into  the  market  to  purchase  buses  or 
cars  we  cannot  answer,  because  we  do  not  know.’ 

Vice  Chairman  Hartman:  ‘How  long  since  you  have  pur¬ 
chased  any  Reo  buses?’ 

Mr.  Hanna:  ‘Any  Reo  buses? 

Vice  Chairman  Hartman:  ‘Yes.’ 

Mr.  Hanna:  ‘It  has  been  several  years  since  we  pur¬ 
chased  a  Reo  bus.  I  do  not  think  we  ever  purchased  more 
than  one,  with  the  exception  of  the  two  we  got  from  the 
Park  Amusement  Company.  However,  that  does  not  mean, 
Mr.  Commissioner,  if  we  were  in  the  market  for; a  small 
capacity  bus  that  the  Reo  bus  would  not  be  given  consider¬ 
ation  at  the  present  time.  As  a  matter  of  fact,  we  iare  now 
considering  the  purchase  of  some  small  buses,  and  I  think 
the  Reo  will  be  among  those  considered.’ 

Vice  Chairman  Hartman:  ‘How  long  since  you  have  pur¬ 
chased  any  Fifth  Avenue  type  buses?’ 

Mr.  Hanna:  ‘We  have  not  purchased  any  since  the  four 
mentioned  in  the  record,  whose  ages  you  have.’  ! 

Vice  Chairman  Hartman:  ‘I  don’t  think  they  show  up  as 
ages  against  that  type  of  bus.’ 

Mr.  Hanna:  ‘I  think  all  four  of  those  buses  have  been 
written  off.’  j 

Vice  Chairman  Hartman:  ‘I  think  there  is  one  or  two.’ 

Mr.  Hanna:  ‘They  are  very  close  to  the  limit.’  ! 

•/  •>  i 

Vice  Chairman  Hartman:  ‘I  think  the  two  were  prac¬ 
tically  written  off  that  I  used  for  illustration  this  morn¬ 
ing.’ 

Mr.  Hanna:  ‘I  might  state,  however,  that  the!  yellow 
buses  that  we  now  purchase,  the  latest  type  of  street 
458  car  bus,  is  a  development  of  the  Fifth  Avenue  bus, 
built  by  a  different  company  but  designed  j  by  the 
same  engineers  who  originally  designed  the  Fifth  Avenue 
buses.  ’ 

Vice  Chairman  Hartman:  ‘What  is  the  minimum;  weight 
of  rail  in  track  now?’ 

Mr.  Hanna:  ‘I  am  not  sure.  On  the  Washington-Mary- 
land  Railroad  Company  there  is  still  some  60  or  80  pound 
Tee-rail.  I  don’t  think  there  is  anything  less  than  ^0.’ 

i 

| 

i 


378 


PUBLIC  UTILITIES  COM.VLX.,  D.  C.,  ET  AL.  VS. 


Vice  Chairman  Hartman:  'Can  you  tell  me  the  minimum 
weight  of  rail  laid  in  connection  with  conduit  track?’ 

Mr.  Hanna:  'Not  offhand.  There  is  some  6  inch  rail  still 
in  existence  that  would  weigh  under  100  pounds,  or  about 
100  pounds,  I  think.’ 

Vice  Chairman  Hartman:  'Can  you  tell  me  the  minimum 
weight  of  new  rail  that  vou  now  instal-?’ 

Mr.  Hanna:  'The  minimum  weight?’ 

Vice  Chairman  Hartman:  'Yes.’ 

Mr.  Hanna:  'That  depends  entirely  upon  the  character 
of  the  track  we  are  going  to  replace  or  build.  I  can  give 
vou — I  don’t  know  that  I  can  off  hand — the  weight  of  the 
rail  we  are  now  installing  on  Pennsylvania  Avenue,  which 
is  122.’ 

Vice  Chairman  Hartman:  'And  vour  Tee  rail?’ 

* 

Mr.  Hanna:  'AVe  have  not  installed  any  new  Tee  rail 
for  some  time.’ 

Vice  Chairman  Hartman:  'How  about  Kennedy  Street 
from  Colorado  Avenue?’ 

Mr.  Hanna:  ‘I1  think  Kennedy  Street  was  relay  rail,  as 
I  recall  it.’ 

Vice  Chairman  Hartman:  'From  Connecticut  Avenue?’ 

Mr. .Hanna:  'That  is  80  pound  rail. 

Vice  Chairman  Hartman:  'No  new  Tee  rail  on  Chevy 
Chase  Circle?’ 

Mr.  Hanna:  'The  track  we  installed  on  Connecticut  Ave¬ 
nue  this  year  was  girder  rail.’ 

Vice  Chairman  Hartman:  'Can  you  tell  me  the  minimum 
weight  of  rail  on  curves  in  track?’ 

Mr.  Hanna:  'No,  sir;  I  can  get  the  information.’ 

Vice  Chairman  Hartman:  'And  the  minimum  weight  of 
rail  that  you  now  install  on  curves?’ 

459  Mr.  Hanna:  'Well,  we  can  get  the  information  as 
to  both,  although  I  do  not  know  exactlv  what  vou 
mean  by  the  minimum  weight  of  rail  which  we  now  instal-. 
In  any  event  we  will  make  an  investigation  and  answer  to 
the  best  of  our  ability.’  ” 

In  answer  to  a  question  by  Commissioner  Hartman  the 
witness  Heberle  testified  (Tr.  171)  that  Job  No.  5153-1 
about  which  he  inquired  was  the  replacement  of  the  entire 
roof  over  the  one-storv  section  of  the  Navy  Yard  car  barn, 
and  in  accordance  with  the  practice  of  the  Company,  ap- 
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proved  by  tlie  Public  Utilities  Commission,  it  was  con¬ 
sidered  a  major  renewal  to  be  accounted  for  through  capi¬ 
tal  depreciation;  and  approval  of  the  Public  Utilities  Com¬ 
mission  consisted  in  their  having  approved  similar  jprojects 
in  numerous  previous  instances ;  that  when  you  have  to  in¬ 
cur  expense  it  has  to  be  accounted  for  in  some  way.  You 
may  have  the  option  of  charging  it  to  a  maintenance  ex¬ 
pense  account  that  would  increase  your  operating  j expense 
or  you  can  handle  it  through  capital  and  depreciation  as 
it  is  handled  here;  that  the  Company  never  had  any  writ¬ 
ten  approval  of  any  specific  accounting  of  this  character; 
that  (Tr.  .172)  the  Commission  has,  however,  approved 
of  the  method  of  accounting  for  renewals,  not  once,  but 
a  great  many  times,  and  they  have  done  it  formally  and 
informally  and  the  principle  of  accounting  for  Renewals 
of  any  job  of  any  size  comparable  to  this  one  has  consisted 
in  the  charging  of  the  entire  cost  of  the  new  property  to 
capital,  the  writing  out  of  capital  of  the  cost  of  tlie  prop¬ 
erty  retired,  and  charging  that  to  the  depreciation  Reserve. 
That  principle  has  been  followed  by  the  Company  with 
the  definite  approval  of  the  Public  Utilities  Commission 
for  a  great  many  years.  Anv  other  action  bv  tlie  Com- 
pany  in  this  particular  case  would  have  been  directly  con¬ 
trary  to  instruction  of  the  Public  Utilities  Commission  as 
understood  by  the  Company.  There  has  been  a  general 
approval  by  the  Commission  of  the  cost  method!  of  ac¬ 
counting  for  replacements  and  renewals.  The  Com-ission 
has  never  laid  down  complete  regulations  for  depreciation 
accounting,  though  they  have  considered  it  a  great  many 
times  but  have  never  completed  their  investigation 
460  to  the  point  of  laying  down  definite  rules.!  They 
have  frequently,  however,  approved  informally  of 
the  cost  method  of  accounting;  that  this  is  the  firpt  time 
in  the  whole  history  of  the  Company’s  dealings  with  the 
Commission  that  these  accounting  principles  have  ever 
been  questioned. 

Whereupon  the  following  occurred  (Tr.  174) : 

Vice  Chairman  Hartman:  ‘I  have  not  questioned  jit  yet.’ 

Mr.  Hanna:  4 1  think  you  have  questioned  it  by  j  asking 
this  question.  If  you  do  not  question  it,  what  was  the  pur¬ 
pose  of  asking  the  question  of  the  witness?’ 

Vice  Chairman  Hartman:  ‘This  question  may  question 
it.  Mr.  Heberle  will  you  please  show  me  the  authority 
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in  your  accounting  classification  for  making  this  charge 
to  capital  and  through  depreciation  instead  of  treating  it 
as  maintenance  and  making  it  through  operating  expenses? 
You  have  the  classification  right  there/ 

Mr.  Hanna:  ‘We  cannot  give  you  that  without  consid- 
eration,  Mr.  Commissioner.  We  will  go  into  this  subject 
further.  But  I  repeat  this  is  the  first  time  that  matter  has 
ever  been  questioned  in  our  dealings  with  the  Commission, 
and  I  do  not  believe  this  is  the  proper  place  to  bring  it  up.’ 

j 

In  answer  to  questions  by  Vice  Chairman  Hartman  Mr. 
Hanna  testified  (Tr.  174)  that  $7280  spent  by  the  Company 
as  a  part  of  a  $55,403.  total  for  remodeling  of  part  of  the 
Decatur  Street  car  barn  for  use  by  the  Washington  Rapid 
Transit  Company  buses  was  a  proper  part  of  the  value 
of  the  Company  for  rate  making  purposes  because  it  is 
a  part  of  the  operating  building  which  is  rented  to  the 
Washington  Rapid  Transit  Company  in  accordance  with 
a  lease  approved  by  the  Public  Utilities  Commission,  the 
revenue  from  which  is  carried  into  operating  income.  The 
part  of  the  building  to  which  that  improvement  attaches 
is  used  by  the  Company  to  produce  operating  revenue  which 
is  taken  into  consideration  in  the  amount  which  the  Com¬ 
pany  receives  as  a  fair  return;  that  the  Washington  Rapid 
Transit  Company  leases  the  basement  floor  of  part  of  the 
main  car  barn  and  one  corner  of  the  main  floor  of  that 
barn.  Where  the  Washington  Rapid  Transit  Company 
uses  the  basement,  The  Capital  Traction  Company  uses  the 
floor  above  the  basement  which  constitutes  the  roof  of  the 
basement  (Tr.  176). 

461  Tn  answer  to  questions  by  Vice  Chairman  Hart¬ 
man,  it  was  further  testified  by  witnesses  Heberle 
and  Hanna  that  a  special  assessment  of  $450  on  14th  Street 
and  Prospect  Avenue  is  not  absorbed  in  the  present  value 
of  the  Company’s  adjacent  land  because  the  value  of  the 
land  as  shown  in  the  valuation  is  the  valuation  that  was 
put  upon  it  by  the  Public  Utilities  Commission  in  1919  and 
any  special  assessments  for  improvements  which  have  been 
made  since  that  time  are  additions  to  the  value  of  that  land 
and  have  been  properly  capitalized  as  such  (Tr.  176). 

In  answer  to  questions  by  Commissioner  Hartman  (Tr. 
179)  Mr.  Heberle  testified  that  the  Company’s  charge  to 
maintenance  of  40  per  cent  of  the  total  cost  of  the  labor 
included  the  excess  cost  involved  in  renewing  the  track 
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under  traffic  and  the  excess  cost  of  removing  pavement 
and  track  structures  as  against  pavement  and  earth  in  the 
cost  of  new  construction;  that  retirements  are  ah  esti¬ 
mated  figure  to  this  extent  that  the  14th  Street  track  that 
was  retired  was  built  by  a  sub-contractor  who  furnished 
the  labor  and  concrete  material  at  so  much  a  foot,  afrd  the 
Company’s  records  of  cost  show  the  number  of  feet  of  track 
constructed  and  the  amount  of  money  expended  op  that 
construction  at  so  much  per  foot.  Any  separation  at  this 
time  of  that  unit  cost  of  the  contractor  between  labor  and 
material  would  necessarily  be  done  by  estimate;  that  the 
cost  of  removal  of  old  structure  and  breaking  off  of  iyokes, 
etc.  is  included  in  the  40  per  cent. 

Mr.  Hanna  testified  (Tr.  180)  that  it  is  absolutely  im¬ 
possible  to  break  down  that  40  per  cent  because  that  40 
per  cent  was  an  engineering  estimate  made  by  a  compari¬ 
son  of  the  work  done  under  these  conditions  as  compared 
to  new  track  construction.  It  would  be  an  absolute  im¬ 
possibility  to  acerbately  determine  that  amount.  The  40 
per  cent  of  the  labor  represented,  as  far  as  we  could  tell, 
the  difference  between  the  cost  of  constructing  a  piece  of 
track  on  a  street  that  had  no  track  on  it  and  of  construct¬ 
ing  a  piece  of  track  where  a  track  now  exists;  taking  into 
consideration  the  difficulties  of  operating  while  care  are 
moving  over  the  track  and  the  difference  between  ex- 

462  cavating  the  concrete  tube  and  breaking  off  of  yokes 
on  the  one  hand  and  excavating  dirt  on  the  other. 

Mr.  Hanna  further  testified  that  he  arrived;  at  the 

463  40%  by  considering  certain  work  which  wa$  done 
where  no  previous  track  had  been  laid  as  compared 

with  other  jobs  where  track  had  been  laid,  the  latter  job 
being  in  the  nature  of  renewals.  The  new  work  referred 
to  was  the  work  done  on  18th  Street  and  Virginia  Avenue, 
the  Potomac  Park  loop,  because  that  is  the  last  ne>v  con¬ 
duit  track  that  was  built.  That  was  compared  with  re¬ 
newal  jobs  that  came  shortly  after  that  time.  The  com¬ 
parison  was  made  not  alone  with  the  total  cost,  but  on  the 
labor  hours  required  so  as  to  make  up  for  any  difference 
in  the  wage  rate  that  might  be  applicable;  that  they  have 
made  no  adjustment  in  the  40%  in  the  last  few  years,  dur¬ 
ing  which  labor  charges  in  track  work  have  materially  de¬ 
creased  on  account  of  air  machinery  etc.  That  would  tend 
to  reduce  the  percentage  rather  than  increase  it  and  throw 
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more  into  capital  and  less  into  operating  expense,  but 
it  would  not  be  materially  changed. 

In  answer  to  further  questions  by  Commissioner  Hart¬ 
man,  Mr.  Heberle  testified  that  the  cost  of  hauling  sera]) 
material  from  the  street  where  it  is  not  picked  up  by  the 
purchaser  of  it  is  chargeable  against  the  salvage  received 
from  it;  that  the  renewal  work  in  question  was  done  by 
coma/my  forces  and  not  by  contract;  that  it  would  be  to¬ 
tally  impossible  to  tell  in  the  case  of  replacements  what 
the  contractor’s  profit  on  the  old  job  was  because  the  con¬ 
tractor’s  profit  was  included  in  his  cost  per  foot  of  installa¬ 
tion,  the  contractor  furnishing  the  labor  and  concrete  ma¬ 
terial  at  so  much  per  foot  and  the  Company  furnishing 
the  balance  of  the  material.  The  Company  paid  the  con¬ 
tractor  so  much  per  foot  of  track  and  did  not  keep  his  cost 
for  him,  that  in  accounting  for  retirements  of  track  in 
arriving  at  the  1928  value  such  track  was  taken  out  upon 
the  basis  of  its  cost  which  included  the  contractor’s  profit 
(Tr.  185).  In  many  respects  the  prices  in  1914  for  track 
construction  were  less  than  they  had  been  in  previous  years 
and  in  some  respects  they  were  more,  but  it  was  an  av¬ 
erage  figure  rather  than  a  1914  spot  figure  that  was  taken 
for  the  base  value;  in  most  respects  it  was  a  1914  figure 
and  the  average  did  not  go  back  over  five  or  ten  years,  any¬ 
way. 

464  In  answer  to  questions  by  Commissioner  Hart¬ 
man  Mr.  Hanna  testified  that  there  is  no  specific 
amount  taken  out  of  the  1925  valuation  for  contingencies 
in  arriving  at  the  1928  valuation  for  the  same  reasons  as 
applied  to  the  question  of  contractor’s  profit,  that  it  was 
assumed  that  the  total  1914  reproduction  price  compared 
reasonably  with  the  average  costs  of  all  property  installed 
prior  to  1914.  That  was  the  assumption  upon  which  both 
the  Commission  and  the  Company  went.  That  the  total 
percentage  of  track  renewed  in  1925  and  1928,  inclusive  is 
quite  small ;  that  no  item  representing  interest  during  con¬ 
struction  was  taken  out  in  accounting  for  retirements  for 
the  same  reasons  with  this  exception;  that  there  certainly 
was  no  interest  during  the  reconstruction  work;  that  there 
have  been  no  charges  for  interest  on  reconstruction  work 
certainly  in  35  years  (Tr.  190). 

In  answer  to  questions  by  Commissioner  Hartman  Mr. 
Hanna  further  testified  that  it  would  be  impossible  to  tell 
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how  much  difference  there  would  be,  if  any,  in  cost  between 
handling  materials  through  stores  and  handling  them  from 
nearest  sidings  to  work  in  connection  with  the  job  under 
consideration.  Further  discussion  of  the  matter  will  be 
found  at  pages  191  to  195,  inclusive. 

Commissioner  Hartman  at  pages  196  to  199,  inclusive, 
raised  the  question  as  to  how  charges  should  be!  made, 
whether  to  capital  or  to  expense  account,  for  small  tools 
used  on  reconstruction  or  maintenance  jobs  and  Mr.  Hanna 
testified  that  how  ever  such  charges  were  made  that]  would 
have  little  effect  one  way  or  the  other,  that  the  apaounts 
involved  were  insignificant,  that  if  we  assume  $150.00  worth 
of  tools  were  charged  to  capital  which  should  have  been 
charged  to  maintenance  the  revenue  for  that  veari  would 
be  $150.00  less  than  the  record  shows  and  the  value,  of  the 
property  $150.00  too  much,  that  if  a  charge  was  made  to 
capital  when  it  should  have  been  made  to  maintenance  as 
an  expense  account  the  earnings  would  appear  to  be  greater 
than  they  really  were  by  that  much  and  vice  j  versa. 
465  On  pages  199  to  — Chairman  Hartman  questions  the 
propriety  of  charging  certain  small  items  amounting 
to  $24.00,  $71.00,  $7.00,  and  $8.00  to  capital  instead  of  to 
operating  expenses  and  the  witness  justifies  the  charges  as 
made.  Thereupon  there  ensued  a  colloquy  between  Com¬ 
missioner  Hartman  and  the  witnesses  and  the  counsel  for 
the  Company  with  respect  of  the  purpose  of  questions  pro¬ 
pounded  by  Commissioner  Hartman  which  appear  atj  pages 
204  to  207,  inclusive.  Witnesses  Heberle  and  Hanna  testified 
that  the  following  improvements  in  connection  with  leased 
lines  were  charged  to  capital  account ;  on  Kennedy  between 
Eighth  and  Fourteenth  Streets,  $20,174.00  (Tr.  p. I  202 ) ; 
Fifth  and  Kennedy  Streets,  $13,969.00,  (Tr.  p.  210).;  pav¬ 
ing  on  Kennedy  Street,  $1,260.00,  (Tr.  p.  211) ;  Thifd  and 
Blair  Hoad,  $1,624.12,  (Tr.  p.  212);  Third  and  Kennedy 
Streets,  track  renewal,  $1,505.00,  (Tr.  p.  212) ;  and  removal 
of  track  and  paving  in  Takoma  Park,  Maryland,  $7,598.00, 
(Tr.  p.  211).  At  pages  208  to  217,  inclusive,  Commissioner 
Hartman  questions  several  other  small  items  as  to  whether 
they  should  have  been  charged  to  capital  or  operating  ex¬ 
penses.  Commissioner  Hartman  at  page  217  questions 
the  propriety  of  including  in  District  of  Columbia  property 
of  the  Capital  Traction  Company  $135.00  for  an  800  gallon 
tank  on  a  sprinkler  car  for  use  on  the  Kensington  Railway 
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in  Maryland.  It  was  admitted  that  the  item  should  not 
be  in  the  District  value,  but  should  be  transferred  to  the 
Maryland  property.  At  pages  218  to  220,  inclusive,  Mr. 
Hanna  testified  as  to  the  allocation  of  movable  property 
between  Maryland  and  the  District  of  Columbia  in  the 
value  of  the  Company’s  property;  that  the  extent  to  which 
property  in  Maryland  should  be  allocated  to  operations 
in  the  District  of  Columbia  was  established  by  the  Com¬ 
mission’s  engineers  in  the  valuation  work.  As  to  movable 
equipment  he  did  not  know  whether  there  was  any  such 
allocation  and  did  not  know  that  the  Company  would  re¬ 
quire  any  less  equipment  than  it  now  has  if  it  cut  off  the 
Maryland  business;  that  heretofore  the  Company  reports 
of  operation  to  the  Commission  have  covered  the  system 
as  a  whole  and  have  not  segregated  the  District  from  Mary¬ 
land.  This  year,  (Tr.  218)  however,  at  the  informal  re¬ 
quest  of  the  Commission  such  segregation  has  been  made, 
but  the  witness  still  believes  that  in  considering  this  case 
it  is  fair  and  more  reasonable  to  consider  the  operations  of 
the  Capital  Traction  Company  as  a  whole  because  while 
it  is  possible  to1  segregate  by  estimate  the  expenses  in 
Maryland,  it  is  not  possible  and  it  has  not  been  attempted, 
to  take  into  consideration  business  done  in  the  District  of 
Columbia  from  passengers  originating  in  Maryland 
466  whom  the  Company  would  not  get  if  the  Maryland 
business  were  not  there.  For  example,  the  Edge- 
more  extension  of  the  Chevy  Chase  Coach  Line  is  operating 
at  a  loss  in  Marvland  because  it  gets  credit  for  onlv  those 
passengers  who  pay  10  cents  in  Maryland,  whereas,  such 
passengers  all  pay  25  cents  in  the  District  of  Columbia 
which  the  Company  would  not  get  except  for  the  extension 
to  Edgemore  in  Maryland.  This  illustration  has  a  very 
decided  bearing  on  the  allocation,  if  any,  of  rolling  stock 
for  Maryland  operation.  When  the  Kensington  road  was 
leased  the  Capital  Traction  Company  purchased  no  addi¬ 
tional  rolling  stock  and  has  not  used  the  cars  that  the 
Kensington  Company  owned. 

In  answer  to  a  question  by  Commissioner  Hartman  as 
to  an  expenditure  of  $2,814.00  for  equip-ing  cars  with  double 
overhead  trolleys,  Mr.  Hanna  testified  that  a  part  of  that 
was  for  operation  over  leased  lines  and  part  of  it  for 
operation  over  the  Chevy  Chase  Lines  in  the  District  of 
Columbia  and  Maryland ;  that  there  are  a  great  many  more 
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cars  operating  on  the  overhead  trolley  line  to  Chqvy  Chase 
Circle  than  over  the  Takoma  Lines  and  that  the !  necessity 
for  keeping  those  cars  was  for  flexibility  on  the  whole 
system  and  should  be  included  in  the  value. 

Mr.  Heberle  testified  in  answer  to  questions  by!  Commis¬ 
sioner  Hartman  that  an  item  of  $3,039  for  installing  im¬ 
proved  seats,  new  flooring  and  repainting  cars  applied  to 
certain  “revampeed”  cars  in  which  quite  material  changes 
and  additions  were  made,  was  a  proper  charge  fo  capital 
rather  than  maintenance;  that  under  the  accounting  prac¬ 
tice  as  approved  by  the  Commission  he  would  expect  to  be 
criticized  by  the  Commisison  for  charging  theih  to  any 
other  account  tha£  the  account  to  which  they  werej charged; 
that  it  amounted  to  about  $1,000.00  per  car  and  the  value 
of  the  car  is  about  $16,000.00  or  $17,000.00 ;  that  the  big  ex¬ 
penses  in  connection  with  the  change  in  those  cars  was  the 
purchase  of  an  entirely  different  type  of  seat  than  [that  used 
before  (Tr.  222).  j 

Commissioner  Hartman  questioned  the  propriety  of  a 
charge  to  capital  account  of  $80.00  in  connection1  with  the 
purchase  of  a  crane  to  put  on  an  automobile  truck  which 
turned  out  to  be  unsatisfactory  and  which  jiad  to  be 
467  returned  at  an  adjustment  loss  of  $80.Q0.  Mr. 

Hanna  suggested  that  possibly  it  should  have  been 
charged  to  expense  account  or  amortized  over  a  period  of 
years.  Commissioner  Hartman  called  attention  (T.  R. 
223)  to  the  fact  that  busses  numbered  4,  6,  7  and  $  all  came 
from  New  York.  On  the  first  there  was  a  $40.00  delivery 
charge,  on  the  second  $86.00  and  on  the  last  two  combined 
only  $3.00  and  asked  which  was  the  proper  charge  in  figur¬ 
ing  value  for  rate-making.  Mr.  Hanna  testified  that  all  of 
them  were  proper  because  they  were  the  costs  actually  ex- 
»  pended  for  them. 

,  In  answer  to  a  question  by  Commissioner  Harttnan,  Mr. 
Heberle  testified  that  busses  numbered  14  and  15  were  pur¬ 
chased  in  1925  from  the  Park  Amusement  Company  and 
were  practically  new  at  that  time  and  bus  Number  16  was 
purchased  new.  Commissioner  Hartman  also  asked  why 
payment  for  license  plates  was  included  in  capital  bn  busses 
501  and  506  apd  Mr.  Heberle  replied  that  if  it  was!  included 
it  was  incorrectly  included.  Commissioner  Hartipan  ques¬ 
tioned  the  allocation  of  an  item  of  $579.95  for  a  steel  garage 
25 — 5316a 
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in  Takoma  Park,  Maryland,  to  District  property  and  Mr. 
Hanna  stated  that  if  it  was  there  it  should  not  be  there 
(T.  R.  225). 

(T.  R.  226:)  Commissioner  Hartman  questioned  an  item 
of  $100.00  for  a  motor  transferred  from  a  1926  car  wash¬ 
ing  outfit  to  a  1928  one  and  asked  why  a  secondhand  price 
was  used.  Mr.  Heberle  explained  that  a  car  washing  out¬ 
fit  was  bought  in  1926  for  the  bus  garage,  a  part  of  which 
equipment  was  a  motor  worth  about  $100.00.  In  1928  an¬ 
other  car  washing  outfit  was  bought  to  replace  the  1926 
outfit  and  instead  of  purchasing  a  new  motor  they  salvaged 
the  1926  motor;  that  when  the  washer  bought  in  1928  is 
retired  the  $100.00  will  be  retired  with  it ;  that  the  $100.00 
does  not  get  into  the  capital  account  twice.  Commissioner 
Hartman  also  questioned  an  item  of  $1,100.00  representing 
the  retirement  of  11  circuit  breakers  in  the  Georgetown 
Power  Station  in  1927.  Mr.  Heberle  explained  that  they 
were  purchased  some  years  ago  with  other  equipment  and 
the  $1,100.00  represented  the  best  judgement  of  the  Com¬ 
pany’s  engineers  as  to  their  original  cost. 

In  answer  to  questions  by  Commissioner  Hartman,  Mr. 
Heberle  testified  that  rails  and  yokes  renewed  on  Delaware 
Avenue  between  C  street  and  the  Union  Station 
468  which  is  a  track  owned  jointly  by  the  Traction  Com¬ 
pany  and  the  Washington  Railway  and  Electric 
Company  was  a  complete  renewal  of  track  except  slot  rails, 
conductor  bars  and  supports;  that  the  relative  use  of  such 
track  by  the  two  companies  was  about  fifty-fifty;  that  the 
same  answer  applies  to  track  on  Massachusetts  Avenue 
between  G  Street  west  and  West  Plaza;  that  by  agreement 
between  the  two  companies  track  jointly  used  is  jointly 
maintained  and  jointly  paid  for  and  when  originally  built 
the  original  cost  was  allocated  between  the  two  companies. 
That  he  thought  all  replacements  are  on  a  fiftv-fifty  basis 
(Tr.  229). 

In  answer  to  questions  by  Commissioner  Hartman  it  was 
testified  that  floor  supports  renewed  on  the  K1  ingle  Road 
Bridge  was  not  charged  for  maintenance  because  it  was  an 
improved  type  of  floor  which  increased  the  life  of  the  track 
and  the  safety  of  operation  and  the  life  of  the  bridge ;  that 
this  floor  was  renewed  three  times  by  the  District  Govern¬ 
ment;  that  the  Company  paid  for  it  once,  but  refused  to 
pay  for  it  again;  that  in  connection  with  its  maintenance 
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the  Company  paid  50% ;  that  the  same  answer  applied  to 
certain  paving1  jobs  on  U  between  10th  and  14thj  Streets 
and  on  Pennsylvania  Avenue  between  Peace  Monument  and 
3rd  Street ;  that  such  items  would  affect  value  very  jslightly, 
but  would  materially  affect  the  operating  expenses  and 
income  in  any  one  year;  that  the  policy  of  the  Company 
has  been  to  charge  replacement  jobs  of  considerable  size 
to  capital  and  depreciation  rather  than  to  operation  be¬ 
cause  it  was  understood  that  practice  met  with  the  approval 
of  the  Public  Utilities  Commission  and  the  Company  be¬ 
lieved  it  the  proper  method  to  be  followed  and  fhat  the 
method  was  suggested  by  the  Company  and  approved  by 
the  Commission  (T.  R.  238).  j 

(Tr.  239) :  In  answer  to  questions  by  Commissioner 
Hartman,  Mr.  Hanna  testified  that  21  open  cars  are  included 
in  1928  valuation  which  have  not  been  in  regular  operation 
for  a  period  of  5  years,  but  that  12  of  them  were  recently 
reconditioned  and  put  in  operation.  At  a  former  application 
by  the  Capital  Traction  Company  for  increased  fares  (For¬ 
mal  Case  No.  201,  p.  249)  Mr.  Heberle  had  stated  |that  the 
company  had  317  double-truck  closed  cars  in  operation  and 
20  double-truck  open  cars  which  were  not  then  operated; 
t  hey  are  all  passenger  cars ;  and  that  it  has  been  pretty  close 
to  ten  years  since  they  have  operated  these  open  cajrs.  Mr. 
Hanna  also  testified  that  the  1928  value  includes  the  garage 
and  office  space  leased  to  the  Washington  Rapid  Transit 
Company  and  to  a  limited  degree  a  part  of  the  Grace 
Street  property  leased  to  the  District  of  Columbia  Paper 
Manufacturing  Company. 

469  In  answer  to  a  question  by  Commissioner  Hart¬ 
man,  Mr.  Hanna  testified  that  to  the  best  of  his 
knowledge  and  recollection  no  property  not  used  in  ren¬ 
dering  street  car  or  bus  service  is  included  in  fhe  1928 
valuation  figure  on  Exhibit  I,  except,  if  it  might  be  called 
an  exception,  such  property  to  which  reference  has  been 
made  which  is  leased  and  the  revenue-  from  whiclj  go  into 
operating  income. 

(Tr.  241:)  In  answer  to  a  question  by  Commissioner 
Hartman  in  respect  to  coasting  recorders,  Mr.  Hanna  testi¬ 
fied  that  they  are  included  in  value  although  they!  are  not 
now  in  use  because  they  have  not  been  retired  from  value 
because  it  is  entirely  possible  that  at  any  time  they  may 
be  put  in  use.  They  are  in  the  classification  with  tools 


! 


388  PUBLIC  UTILITIES  COMMX.,  D.  C.,  ET  AL.  VS. 

which  are  used  at  times  and  not  used  at  other  times.  On 
account  of  certain  contingencies  which  have  arisen  in  the 
last  few  months  they  have  been  temporarily  abandoned. 
In  answer  to  a  question  by  Commissioner  Hartman,  Mr. 
Hanna  testified  that  the  northbound  connecting  track  in 
the  Decatur  Street  barn  is  included  in  the  valuation,  al¬ 
though  it  is  not  in  immediate  use,  but  the  answer  is  the 
same  in  principle  as  that  respecting  the  coasting  record¬ 
ers.  That  with  respect  to  land  at  Chevy  Chase  Lake  in¬ 
cluded  in  the  valuation  the  answer  can  be  taken  directly 
from  the  Commission’s  own  valuation  report.  That  is  that 
67%  of  that  land  is  included  in  property  used  and  useful 
for  District  of  Columbia  operation,  that  all  of  it  is  used  in 
regular  street  railway  operation,  that  the  part  on  the  west 
side  of  Connecticut  Avenue  is  used  for  an  office  building 
and  waiting  room — on  the  other  side  a  car  barn  and  build¬ 
ing  formerly  used  as  a  power  station  which  is  now  used 
for  storage  purposes.  The  surrounding  ground  is  also  used, 
the  same  purposes.  That  surrounding  ground  is  also  used, 
among  other  things,  for  a  track  connecting  the  Company 
track  on  Connecticut  Avenue  with  the  Baltimore  &  Ohio 
Railroad  track  to  enable  the  Company  to  haul  material, 
such  as  sand  and  gravel  directlv  into  its  vards.  The  wit- 
ness  did  not  remember  when  it  had  been  so  used. 

(Tr.  244:)  In  answer  to  a  question  by  Commissioner 
Hartman  with  respect  to  track  jointly  used  by  the  two  com¬ 
panies  replacements  of  which  were  made  on  a  fifty-fifty 
basis,  Mr.  Hanna  testified  that  there  had  been  no  change 
since  1914,  that  such  trackage  was  intended  to  be 
470  used  by  both  companies,  that  the  cost  was  evenly 
divided  and  that  it  remains  that  wav  todav  and  that 
there  has  been  no  change  in  the  allocation  in  the  value  of 
such  track  (Tr.  245).  That  all  of  the  Company’s  bus  equip¬ 
ment  is  included  in  the  valuation  figure,  that  all  land  and 
buildings  used  for  bus  garages  are  so  included,  that  no 
part  of  the  value  of  the  shops  is  allocated  to  busses,  that 
the  Company  does  not  attempt  to  allocate  any  part  of  its 
value  to  bus  operation;  that  for  the  Company’s  own  in¬ 
formation  separate  figures  are  kept  for  the  cost  of  busses 
and  the  cost  of  equipment  in  the  garage,  but  the  value  of 
the  Company’s  property  is  the  total  value  and  the  opera¬ 
tions  of  the  Company  are  part  rail  and  part  bus  and  no 
attempt  is  made  to  segregate  value  as  between  bus  opera- 
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tion  and  car  operation,  that  bus  service  is  an  extension  of 
the  rail  service  in  most  instances  and  supplementary  to 
rail  service  in  some  cases ;  that  the  Company  is  in!  the  busi¬ 
ness  of  furnishing  passenger  transportation,  that!  with  the 
progress  of  modern  development  it  has  come  about  that 
the  people  can  best  be  served  by  busses  and  rail  instead 
of  by  rail  alone ;  that  the  service  to  the  public  is  a  coordi¬ 
nated  service  and  the  bus  lines  are  in  some  respects  purely 
feeder  lines  used  as  an  extension  of  rail  lines  an4  in  other 
cases  are  supplementary  to  rail  lines.  That  no  adjust¬ 
ment  is  made  for  busses  used  on  joint  lines  in  the  value 
figure  except  as  to  rentals  for  busses  used  on  joint  lines, 
that  busses  used  on  the  Takoma  Park  Line  are  included; 
that  all  of  the  busses  are  included  at  their  full  value 
whether  partly  used  in  Maryland  and  partly  in  the  Dis¬ 
trict  of  Columbia  or  not  because  all  of  them  are  used  for 
operations  in  the  District  of  Columbia;  that  while  the  Ta¬ 
koma  Park  bus  may  be  operated  in  Maryland,  it  is  used 
and  useful  for  operations  in  the  District  of  Columbia  and 
as  a  feeder  brings  passengers  to  the  District  Line  and  takes 
passengers  from  that  line. 

(Tr.  252:)  In  answer  to  a  question  by  Commissioner 
Hartman,  Mr.  Hanna  testified  that  he  could  not  give  a  dollar 
and  cents  figure  showing  the  actual  amount  of  overheads 


that  have  been  written  out  of  the  valuation  in  connection 
with  property  retired  in  arriving  at  this  single  sum  in  1928 
shown  on  exhibit  I,  nor  could  he  give  the  aijaount  of 
471  overheads  that  were  added  which  had  beenlput  into 
the  value  since  January  1, 1925;  that  the  valuation  as 
of  December  31,  1928,  is,  as  is  clearly  stated  in  the  exhibit, 
the  valuation  as  of  January  1,  1925,  as  found  by  the  Court 
of  Appeals  with  additions  and  retirements  therefrom 
properly  taken  care  of  in  accordance  with  the  principles 
laid  down  in  that  valuation.  That  valuation  (Tr.  252)  not 
only  showed  the  value  as  of  1925,  but  showed  that  the  value 
was  found  by  making  certain  adjustments  of  the  1914  in¬ 
ventory  to  arrive  at  the  1925  valuation ;  those  adjustments 
being  adjustments  at  costs  adjusted  if  necessary  land  re¬ 
tirements  adjusted  if  necessary.  That  same  principle  has 
been  followed  from  the  first  of  January  1925  to  date.  The 
property  which  has  been  put  into  use  has  been  put  in  at  the 
cost  value  and  that  cost  value  does  not  include  the  particular 
kinds  of  overhead  that  Commissioner  Hartman  has  deferred 
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to.  For  instance,  if  a  piece  of  track  is  replaced,  and  most 
of  the  replacements  have  been  track,  the  original  valuation 
undoubtedly  included  certain  overheads  in  connection  with 
that  track.  It  included  general  engineering  and  superin¬ 
tendence  as  well  as  specific  engineering  and  superintend¬ 
ence,  and  it  included  other  charges.  Now  that  track  is  taken 
out  and  other  track  is  put  in  its  place.  The  new  track  is 
put  in  at  cost  which  does  not  include  any  general  engineer¬ 
ing — it  does  not  include  any  interest  during  construction — 
it  does  not  include  anv  taxes  during  construction — it  does 
not  include  any  contractor’s  profit — it  does  not  include  any 
of  those  things  that  Commissioner  Hartman  is  asking  about. 
The  proportion  of  those  things  that  applied  to  the  particular 
track  originally  apply  to  the  track  as  it  is  now  and  they 
have  not  been  duplicated.  Two  different  kinds  of  engineer¬ 
ing  and  superintendence  are  referred  to,  track  engineering 
and  superintendence  and  general  engineering  and  superin¬ 
tendence.  In  making  renewals  the  pay  of  engineers  whose 
time  can  be  definitely  allocated  to  such  work  are  charged 
as  part  of  the  cost1.  No  charge  is  made  for  general  super¬ 
vision — no  charge  for  the  service  rendered  by  the  chief 
engineer,  nor  by  the  general  office  force,  including  the 

472  purchasing  department,  which  spends  a  great  deal  of 
time  on  work  of  this  character.  The  principle  that  has 

been  followed  is  that  these  general  overheads  apply  to  the 
property  that  is  being  retired,  that  they  remain  in  that 
property  unless  similar  items  are  put  in  in  the  place  of  the 
property  which  replaces  it  and  this  same  general  statement 
applies  to  the  item  for  contingencies  agreed  upon  by  the 
engineers  for  the  Company  and  the  Commission  in  the 
original  1914  figure  (T.  R.  254  and  255). 

473  In  answer  to  a  question  by  Commissioner  Hart¬ 
man,  Mr.  Heberle  and  Mr.  Hanna  testified  (Tr.  260) 

that  file  cost  of  changing  location  of  trolley  poles  at  Chevy 
Chase  Circle  and  installing  additional  guy  poles  to  conform 
to  new  curbing  placed  by  the  District  of  Columbia  was 
$828.61  and  was  in  the  nature  of  an  improvement  required, 
not  because  the  trolley  poles  had  worn  or  ceased  to  function 
properly  but  because  of  a  change  made  by  the  District  of 
Columbia  in  the  location  of  curbing,  and  as  such  is  a  charge 
that  should  properly  —  made  to  capital  account.  If  it  were 
not  made  to  capital  account  it  would  be  charged  to  expense 
in  any  event;  that  they  could  not  state  from  the  available 
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changing 
to  install- 


Hartman 
ater  main 


records  just  what  part  of  this  sum  applied  to 
location  of  existing  poles  and  what  part  applied 
ing  the  additional  poles. 

With  respect  to  a  question  by  Commissioner 
as  to  an  item  of  $3,000  special  assessment  for  w 
on  Connecticut  Avenue  Mr.  Hanna  testified  that  he  was 
under  the  impression  that  the  item  was  a  Maryland  item 
and  not  included  in  the  valuation  at  all  but  as  to|  the  prin¬ 
ciple  involved,  the  placing  of  the  water  main  cpnstituted 
a  very  material  improvement  to  the  value  of  the  Company’s 
property  at  Chevy  Chase  Circle  because  it  gave 'them  fire 
protection  that  they  did  not  have  before  and  the  improve¬ 
ment  in  the  value  of  their  property  was  much  more  than 
the  payment  made  on  account  of  the  water  main. 

He  also  testified  that  item  $316  for  a  floor  in|the  base¬ 
ment  of  the  Decatur  Street  barn  was  in  the  same  category 
as  the  other  amounts  expended  in  connection  with;  improve¬ 
ment  to  the  property  rented  to  the  Washington  Rapid 
Transit  Company,  the  income  from  which  is  included  in  the 
amount  available  for  return  (Tr.  262). 

With  respect  to  the  cost  of  removal  of  track  in  jthe  Deca¬ 
tur  Street  car  barn,  Mr.  Hanna  testified  that  this  was  de¬ 
ducted  because  they  are  no  longer  used. 

With  respect  to  an  item  of  $1,663  for  special  assess- 
474  ment  for  paving  M  Street  in  1926  questioned  by  Mr. 

Hartman,  Mr.  Heberle  testified  that  it  represented  a 
special  assessment  for  repaving  M  Street  in  front  of  the 
Company’s  shop  property  and  Mr.  Hanna  testified  that  the 
same  principles  apply  in  this  case  as  to  questions  in  con¬ 
nection  with  special  assessments  generally;  that  they  con¬ 
stitute  increases  in  the  value  of  the  property  (Ti\  263). 

With  respect  to  the  cost  of  changing  center  to  Side  poles 


question 
was  an 


on  Connecticut  Avenue  Mr.  Hanna  in  answer  to  a 
by  Commissioner  Hartman  testified  that  there 
element  of  cost  other  than  that  of  changing  location ;  that 
the  removal  of  the  poles  from  the  center  required  two  poles 


instead  of  one,  required  span  wires  and  required 
form  of  suspension;  that  the  renewal  of  special 
14th  Street  and  New  York  Avenue  inquired  about 
missioner  Hartman  (Tr.  264)  was  the  renewal  of 
track  curve — rails  only — special  work  only.  And 


different 
work  at 
by  Com- 
a  double 
the  same 


principles  would  apply  with  respect  to  other  renewal  jobs 
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previously  testified  to  and  that  the  same  principles  previ¬ 
ously  testified  to  would  apply  as  to  the  reason  for  treating 
repaving  on  M  Street  between  29th  and  35tli  Streets  as  capi¬ 
tal  instead  of  maintenance,  with  the  further  explanation  that 
an  entirely  different  type,  an  improved  type,  of  pavement 
and  much  more  expensive  type  of  pavement  was  used  (Tr. 
266). 

With  respect  to  the  deduction  for  overheads  in  the  re¬ 
tirement  of  original  construction  of  cable  and  duct  work, 
the  same  answer  applies  as  previously  made  with  respect 
to  the  deduction  of  general  overheads  in  the  matter  of  re¬ 
tirements. 

With  respect  to  an  item  of  $12,100  for  franchises  and 
other  elements  of  value  in  the  cost  of  the  Potomac  Park 
Bus  Line  questioned  by  Commissioner  Hartman,  Mr. 
Heberle  and  Mr.  Hanna  explained  that  it  represented  the 
right  to  operate  buses  in  Potomac  Park  feeding  the  two 
golf  courses  and  the  sightseeing  bus  around  Hains  Point 
purchased  from  the  Park  Amusement  Company  and  as¬ 
signment  of  the  agreement  of  the  Park  Amusement  Com¬ 
pany  and  the  Superintendent  of  Public  Buildings  and 
475  Grounds  the  contracts  of  purchase  with  respect  to 
which  were  submitted  for  approval  by  the  Public 
XJtilities  Commission  (Tr.  268) ;  that  such  franchises  relate 
to  the  sightseeing  feeder  buses;  that  there  are  two  bus 
lines.  One  operates  to  the  Golf  course  and  the  other  is  the 
25  cent  line  to  Haines  Point.  Both  of  them  connect  with 
the  rail  lines  of  the  Company.  There  is  no  transfer  but 
they  act  as  feeders  to  the  rail  lines.  The  total  amount  paid 
was  $22,500  which  was  more  or  less  arbitrarily  segregated, 
as  follows: 


3  used  buses .  $2,400 

2  new  “  .  8,000 

Franchises  and  other  elements  of  value .  12,000 


All  five  of  these  buses  were  put  into  operation  in  one  way 
or  another.  They  were  used  in  different  ways.  The  old 
ones  which  were  taken  in  at  $800  apiece  have  been  written 
off ;  one  of  them  is  used  as  an  emergency  wagon ;  the  three 
old  one-  are  no  longer  used  as  buses  but  are  used,  or  parts 
of  them  are  used  in  other  ways. 
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With  respect  to  an  item  of  $74  for  sidewalk  special  as¬ 
sessment  and  $134  for  sewer  assessment  on  Iowa  Avenue 
inquired  about  by  Commissioner  Hartman,  Mr.  Hanna  tes¬ 
tified  that  the  same  answer  would  apply  as  to  othgr  special 
assessments  (Tr.  269),  with  respect  to  which  Commissioner 
Hartman  stated  that  he  assumed  that  the  same  answer 
would  apply  to  any  special  assessment  figures  but  lie  wanted 
to  get  the  amounts  in  the  record.  ! 

With  respect  to  two  items  of  $2,785.98  and  $2,533  for 
improvements  on  lines  leased  from  the  Washington  &  Mary¬ 
land  Railway  Company  on  Kennedy  Street  questioned  by 
Commissioner  Hartman,  Mr.  Hanna  testified  (Tr.  271) 
that  the  value  of  the  Company’s  property  as  stated  in  Ex¬ 
hibit  No.  1  did  include  improvements  on  Washington  & 
Maryland  line;  that  it  did  not  include  any  value; for  that 
line  except  such  improvements;  that  the  operating  state¬ 
ment  takes  into  consideration  the  rent  which  the  Company 
pays  for  that  line  and  the  same  principle  applies  to 
476  the  time  when  the  Washington  &  Marvland !  Rail  wav 
Company  was  an  entirely  separate  entity  as  to  the 
present  when  all  of  its  securities  have  been  purchased  by 
The  Capital  Traction  Company.  A  new  agreement  with 
the  Washington  &  Maryland  Railway  Company  was  Entered 
into  after  the  purchase  of  its  securities.  That  line  was 
built  a  good  many  years  ago.  It  attempted  to  j  operate 
alone,  with  no  success  either  as  to  service  furnished  or  as 
to  its  own  results.  After  some  negotiations  The;  Capital 
Traction  Company  entered  into  a  ten  year  lease; in  1917 
and  made  the  line  a  part  of  its  system  and  operated 
through  cars  downtown  and  out  14th  Street  to  [Takoma 
for  a  single  fare.  There  had  been  some  transfer  Arrange¬ 
ment  before  that.  The  property  was  run  down  and  in  bad 
physical  condition  when  The  Capital  Traction  Company 
got  it.  It  had  no  money  whatever  to  pay  for  improve¬ 
ments.  The  original  lease  provided  that  all  improvements 
would  be  made  by  the  Washington  &  Maryland  Railway 
Company  and  not  by  The  Capital  Traction  Company.  As 
a  practical  matter  that  did  not  work  out  because  the  Wash¬ 
ington  &  Maryland  Railway  Company  had  no  money  with 
which  to  pay  for  improvements;  several  charges  for  re¬ 
grading  were  made  against  it  by  the  District  of  Columbia 
that  were  not  paid  until  the  purchase  by  The  Capital  Trac- 
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tion  Company  when  part  of  the  purchase  price  was  used 
for  that  purpose.  The  Capital  Traction  Company  made 
some  improvements  on  that  line  at  its  own  expense  while 
the  line  was  separately  owned.  It  put  in  a  signal  system 
which  was  necessary  for  the  operation  of  the  service  and 
made  some  improvements  other  than  current  repairs  to 
track.  After  the  securities  were  purchased,  the  Company 
made  substantial  improvements.  It  became  necessary  to 
pave  Kennedy  Street  and  the  Company  therefore  rebuilt 
a  good  part  of  the  track  on  Kennedy  Street  incident  to 
that  improvement  by  the  District  of  Columbia.  In  order  to 
improve  the  service  to  Takoma  The  Capital  Traction  Com¬ 
pany  placed  additional  cross-overs  on  that  line.  In  con¬ 
nection  with  these  various  improvements  the  total  amount 
expended  was  around  $30,000.  Technically  speaking  such 
improvements  should  not  be  charged  to  the  capital  account 
of  The  Capital  Traction  Company.  There  would 
477  certainly  be  some  question  about  it,  but  equitably 
and  in  justice  The  Capital  Traction  Company 
should  be  entitled  to  earn  a  return  upon  the  money  so 
spent,  every  dollar  of  which  was  spent  in  the  interest  of 
the  public  in  order  to  improve  the  service  to  Takoma  and 
that  service  could  not  have  been  improved  and  no  respecta¬ 
ble,  decent  service  given  those  people  out  there,  unless  the 
money  had  been  spent.  The  rental  that  The  Capital  Trac¬ 
tion  Company  pays  to  the  Washington  &  Maryland  Com¬ 
pany  is  not  based  at  all  upon  the  present  value  of  the  line 
with  these  improvements  but  is  based  upon  the  line  as  it 
was  when  its  securities  were  purchased  about  two  years 
ago.  The  improvements  are  a  very  considerable  part  of 
the  value  of  the  property  at  the  present  time.  If  it  is  con¬ 
tinued  in  operation  it  will  have  to  be  completely  rebuilt  and 
it  would  be  unfair  to  The  Capital  Traction  Company  to 
have  to  rebuild  that  track  and  spend  a  considerable  amount 
of  money  upon  it  unless  that  money  is  going  to  be  allowed 
a  return.  It  cannot  be  charged  to  operations  because  it  is 
not  a  proper  operating  expense  but  in  all  fairness  it  should 
be  allowed  in  the  value  (Tr.  274). 

The  contract  that  was  made  with  the  Washington  &  Mary- 
land  line  after  the  purchase  of  its  securities  by  The  Capital 
Traction  Company  is  a  different  contract  from  the  former 
in  some  respects.  Both  contracts  are  on  file  with  the  Public 
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Utilities  Commission.  After  the  purchase  of  the  j  securities 
of  the  Washington  &  Maryland  Railway  Company,  The 
Capital  Traction  Company  felt  a  decidedly  greater  re¬ 
sponsibility  for  the  maintenance  of  the  service  oh  that  line 
than  it  had  before.  When  it  was  operated  und$r  the  ten- 
year  lease  The  Capital  Traction  Company  did  Inot  know 
what  would  happen  at  the  end  of  the  ten  years  hnd  could 
not  be  expected  to  spend  any  considerable  sum  jof  money 
in  improvements  on  that  line.  The  Washington!  &  Mary¬ 
land  Railway  Company  has  no  assets  whatever  except  its 
physical  property.  The  rental  paid  by  The  Capital  Trac¬ 
tion  Company  covers  the  interest  on  its  bonds  \yhich  The 
Capital  Traction  Company  owns  and  it  therefore  comes 
back  to  it.  I 

478  The  amount  of  traffic  on  the  Washington!  &  Mary¬ 
land  line,  which  is  practically  the  Takoma  Branch 
of  The  Capital  Traction  Company  now,  has  grown  steadily. 
It  was  growing  when  traffic  on  the  line  as  a  whole!  was  fall- 
ing  off.  The  growth  is  not  so  rapid  because  the!  building 
operations  in  that  territory  have  not  been  nearly  so  ex¬ 
tensive  in  the  past  two  years  as  they  were  before  that 
time,  but  the  traffic  is  still  growing.  j 

In  answer  to  questions  by  Commissioner  Hartinan  (Tr. 
277)  concerning  the  effect  of  certain  retirements!  with  re- 
spect  to  the  complete  renewal  of  double  track  on  B  Street, 

S.  E.  from  New  Jersey  Avenue  to  Pennsvlvaniai  Avenue 

»  t  *■ 

and  on  Pennsylvania  Avenue  to  8th  Street,  S.  E.,  involving 
7,034  feet  of  single  track,  Mr.  Heberle  testified  'that  the 
amount  of  that  retirement  as  given  by  Commissioner  Hart¬ 
man,  $95,020.61  (Tr.  280)  when  taken  out  of  the!  Court’s 
valuation  as  of  1925  was  not  taken  out  at  the  co$t  of  the 
property  ($95,000)  but  at  $95,000  multiplied  by  j  192  per 
cent  so  that  apparently  a  great  deal  more  was  taken  out  for 
that  particular  piece  of  track  than  should  have  been  taken 
out. 

Whereupon  there  was  offered  and  admitted  in  evidence  an 
exhibit  showing  the  number  of  passengers  carried  by  The 
Capital  Traction  Company  in  the  years  1925  to  1928  in¬ 
clusive  and  during  the  4  months  of  1929  and  also!  for  the 
12  months  ending  April  30,  1929  which  exhibit  wasj  marked 
for  identification  “ Capital  Traction  Company’s  Exhibit  No. 
5”  (Tr.  283)  with  respect  to  which  exhibit  Mr.  Heberle 
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testified  as  follows:  that  the  number  of  passengers  carried 
by  The  Capital  Traction  Company  were  for  the  periods  as 
indicated  by  the  exhibit  classified  pay  fares  within  the  Dis¬ 
trict  of  Columbia,  the  total  number  of  Maryland  passengers 
being  shown  separately;  that  the  number  of  passengers  car¬ 
ried  free  as  indicated  by  the  exhibit  includes  employees, 
policemen  and  firemen;  that  the  number  of  revenue  passen¬ 
gers  carried  on  street  cars  and  buses  at  the  8  cent  cash 
or  6  2/3  cent  token,  the  rate  of  fare  which  prevailed  during 
t lie  period  indicated  were  as  follows: 

479  In  the  vear  1925 .  62,779,117 

4  4  ‘ ‘  “  1926 .  61,684,097 

In  the  year  1927 .  58,823,737 

“  4  4  *  “  1928 .  56, 513,353. 

For  the  12  months  ending  April  30,  1929 .  55,595,871 

that  the  exhibit  also  showed  the  number  of  passengers,  in¬ 
cluding  passengers  carried  on  bus  line  at  other  rates  than 
those  above  stated;  that  there  was  a  decrease  in  the  number 
of  passengers  carried  in  every  year  from  1925  to  April  30, 
1929,  that  is  from  62,700,000  odd  in  1925  to  55,600,000  in 
1929  or  a  loss  of  over  7,100,000  in  that  period;  that  the 
figures  shown  in  the  exhibit  were  computed  from  the  Com¬ 
pany’s  records  (Tr.  284). 

Whereupon  there  was  offered  and  admitted  in  evidence 
Exhibit  No.  6  (Tr.  291),  being  with  respect  to  the  operating- 
revenues  of  The  Capital  Traction  Company. 

Mr.  Heberle  testified  with  respect  to  this  exhibit  as  fol¬ 
lows:  that  it  was  compiled  from  the  records  of  the  Company 
by  him;  that  it  shows  the  operating  revenue  of  the  Company 
for  the  year-  1925  to  1928  inclusive  and  for  the  12  months 
period  ending  April  30,  1929 ;  it  shows  such  operating  reve¬ 
nue  by  fares  within  the  District  of  Columbia,  the  various 
classes  of  transfers,  the  passenger  revenue  in  Maryland  and 
the  total  passenger  revenue  and  other  operating  revenues 
which  are  detailed. 

After  testifying  with  respect  to  the  total  operating  reve¬ 
nues  for  the  various  years  and  periods  as  shown  on  the 
exhibit  he  explained  that  the  difference  between  the  figure 
$4,292,627.30  and  $4,433,147.99  represents  the  decrease  in 
revenues  which  occurred  in  the  first  4  months  of  1929  as 
compared  with  the  first  4  months  of  1928.  He  further  ex¬ 
plained  that  the  star  as  showm  in  the  statement  did  not  indi- 
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cate  a  decrease  as  there  stated  but  denoted  a  red  figure  which 
indicated  a  charge  against  revenue ;  that  the  statement  shows 
the  effect  of  passengers  losses  which  were  indicated  by  Ex¬ 
hibit  No.  5  (Tr.  293).  For  instance,  a  comparison  between 
the  operating  revenues  for  the  year  1925,  $4,587,055, 

480  with  those  for  the  12  months  ending  April  30,  1929 
of  $4,292,627,  showing  a  decrease  of  nearly  $300,000. 

He  further  explained  (Tr.  294)  that  the  increase  in  the  item 
marked  4 4 rent  of  buildings,  District  of  Columbia”  between 
the  year  1926  and  1927  is  attributable  to  the  income  from 
leasing  of  the  basement  of  the  Decatur  Street  car  barn  for 
garage  purposes  to  the  Washington  Rapid  Transit  Com¬ 
pany,  the  rent  from  which  is  included  in  operating  Revenue. 

He  also  called  attention  to  the  increase  in  special  l?us  rev¬ 
enue  in  the  District  of  Columbia,  which  in  1925  was  $95  and 
for  the  year  ending  April  30,  1929,  $15,980.  Pie  further  ex¬ 
plained  that  special  bus  revenue  is  the  revenue  thajt  is  de¬ 
rived  from  operation  of  buses  on  special  trips  for  which 
parties  engage  the  use  of  a  bus  for  a  certain  trip  and  for  a 
certain  period.  It  is  a  very  satisfactory  form  of  business. 
It  is  particularly  desirable  because  it  affords  an  opportunity 
to  use  buses  that  are  necessary  for  peak  load  service  and 
which  without  this  use  would  lie  idle  in  the  garage  during  the 
day.  It  enables  you  to  use  that  bus  under  very  satisfactory 
conditions  during  the  period  when  it  is  not  required  for 
use  on  the  regular  lines  (Tr.  295). 

He  further  pointed  out  (Tr.  296)  from  the  exhibit  that 
the  revenue  from  the  8  cent  cash  fares  in  the  period  between 
1925  and  April  30, 1929  increased  from  $1,379,834  to  $1,423,- 
759,  while  there  was  quite  a  substantial  loss  in  token  fares 
from  $3,035,412  to  $2,519,925.  There  is  also  a  very  con¬ 
siderable  increase  in  the  number  of  25  cent  passengers  which 
reflects  a  growth  of  the  parlor  car  line  business. 

Thereupon  there  was  offered  and  admitted  in  evidence  ex¬ 
hibits  Nos.  7,  8,  and  9  being  a  statement  showing  the  rate 
earned  by  the  Company  on  the  fair  value  of  its  property  as 
indicated  by  exhibit  No.  1  (Tr.  298).  j 

Mr.  Heberle  thereupon  testified  with  respect  to  said  ex¬ 
hibits  as  follows : 

That  he  personally  prepared  the  exhibits  from  the  records 
of  the  Company  (Tr.  299) ; 

That  it  is  a  statement  of  operations  and  the  rate 

481  earned  on  the  fair  value,  for  the  District  of  Columbia 
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only  for  the  years  1925,  1926,  1927,  1928,  and  for  the 
12  months  ending  April  30, 1929  and  for  the  12  months  end¬ 
ing  June  30,  1929.  Exhibit  No.  7  shows  operations  for  the 
year  1925.  The  first  column  shows  the  revenue  and  ex¬ 
penses  for  the  entire  Capital  Traction  Company’s  system 
taken  directly  from  the  books;  the  next  column  shows  rev¬ 
enue  and  expenses  for  the  District  of  Columbia  and  the 
next  column  for  Maryland.  In  the  case  of  allocation  be¬ 
tween  the  District  of  Columbia  and  Maryland,  the  alloca- 
tion  is  based  on  an  estimate  of  operating  expenses  and  on 
the  actual  revenue  derived  from  operations  in  the  State 
of  Maryland,  and  the  District  of  Columbia  figure  represents 
the  difference  between  these  two.  That  is  to  say,  operating- 
revenue  (Tr.  300)  within  the  District  of  Columbia  is  the 
actual  revenue  collected  within  the  District  of  Columbia, 
and  operating  revenue  in  Maryland  is  the  actual  revenue 
collected  in  Maryland.  In  the  case  of  operating  expenses 
the  books  show  only  the  total  expenses  for  the  system,  such 
expenses  are  not  allocated  on  the  books  between  the  Dis¬ 
trict  of  Columbia  and  Maryland  and  in  order  to  present  a 
statement  showing  Maryland  operations  separately  it  was 
necessary  to  make  estimates  either  of  the  District  of  Co- 
lumbia  or  Maryland  operations,  and  inasmuch  as  Maryland 
operations  represent  a  very  small  proportion  of  the  total, 
the  problem  was  much  simplier  to  estimate  the  Maryland  ex¬ 
penses  and  then  subtract  that  total  from  the  system  ex¬ 
penses  to  arrive  at  the  District  of  Columbia  expenses; 

That  under  the  heading  “Maryland”  is  included  some 
revenue  and  some  expenses  of  operations  in  states  other 
than  Maryland  in  connection  with  the  charter  bus  busi- 
ness — the  revenue  from  these  chartered  buses  is  not  col¬ 
lected  in  the  different  states  but  is  apportioned  between 
Maryland  and  the  District  of  Columbia  on  a  car  mile  basis ; 
that  statement  for  instance  shows  that  for  the  year  1925  the 
total  operating  revenue  for  the  District  of  Columbia  is 
$4,518,273,  the  operating  expenses  for  the  District  of  Co¬ 
lumbia  $3,029,135,  taxes  $386,496,  rent  for  leased  road 
(Washington  &  Maryland  Railway  Company),  $9,112, 
482  or  a  total  of  $3,424,745  which  deducted  from  oper¬ 
ating  revenue  leaves  $1,093,528  as  income  available 
for  return  which  is  414  per  cent  on  the  fair  value,  $25,756,- 
880,  the  exact  amount  determined  by  the  Court  of  Appeals 
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as  the  value  of  the  property  of  The  Capital  Traction  Com¬ 
pany  on  January  1,  1925; 

That  the  exhibit  also  shows  that  if  7%  per  cent  is  as¬ 
sumed  to  be  the  reasonable  rate  of  return,  the  actual  earn¬ 
ings  for  that  year,  1925  of  $1,093,528  if  capitalized; at  7M> 
per  cent  would  indicate  a  fair  return  upon  only  $14,580,000 
and  a  7  per  cent  return  on  only  $15,621,829,  or  a  6  per  cent 
return  on  $18,225,468;  that  the  other  years  shown  on  the 
exhibit  are  made  up  on  the  same  way  (Tr.  303) ; 

That  exhibit  No.  9  (Tr.  304),  made  up  in  the  same  way 
shows  income  available  for  return  for  the  12  months  ending 
June  30,  1929  of  $923,591  which  is  slightly  more  than  3 V2 
per  cent  on  $26,080,144,  the  fair  value  as  of  January  1, 

1929  as  shown  by  exhibit  No.  1;  that  this  income  of  $923,- 
521  amounted  to  a  7V*>  per  cent  return  on  $12,314,555,  7  per 
cent  on  $13,194,166  and  6  per  cent  on  $15,393,194;  that  these 
earnings  amounted  to  7  per  cent  on  practically  one  half  of 
the  Company’s  value. 

Whereupon  the  following  occurred  (Tr.  306) : 

“ Chairman  Patrick:  ‘This  sum  available  for  revenue 
would  be  affected  by  an  increase  in  your  operating  revenue, 
or  bv  a  decrease  or  an  increase  in  your  expenses,!  would 
it  not  ? ’  ! 

i 

Mr.  Heberle:  ‘That  is  true,  Mr.  Chairman.’ 

Chairman  Patrick:  ‘Assuming  that  the  operating  rev¬ 
enue  remained  practically  the  same  any  decrease  ih  oper¬ 
ating  expenses  will  produce  an  increased  amount  available 
for  return  on  your  fair  value?’ 

Mr.  Heberle:  ‘That  is  true’.  j 

Mr.  Hanna:  ‘Read  that,  please.’ 

i 

(Question  read.) 

I 

Mr.  Heberle :  ‘  That  is,  of  course,  assuming  that  takes  and 
rents  of  leased  road  remained  unchanged.’ 

Chairman  Patrick:  ‘Under  that  assumption,  yes.j’ 

Mr.  Heberle:  ‘I  am  reading  from  a  hearing  before  the 
House  Committee  for  the  District  of  Columbia,  60th  Con¬ 
gress,  First  Session,  H.  R.  Resolution  276,  page  302^  where 
Mr.  Hanna  testified  as  follows: 

“Unified  operation  of  the  transportation  system  will  do 
several  things  that  the  public  are  interested  in.  It 
483  will  enable  the  routing  of  cars  over  the  lines!  of  va¬ 
rious  systems  to  the  best  advantage  of  the  public, 
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both  from  the  viewpoint  of  service  and  from  the  point  of 
economy.  ’  ’ 

m/ 

Do  vou  agree  with  Mr.  Hanna  in  that  statement  V 

Mr.  Dunlop:  ‘One  moment,  Mr.  Chairman.  We  must 
object  to  any  consideration  of  the  unification  of  lines  in  the 
District  of  Columbia  unrelated  to  the  corporate  existence, 
as  they  might  problematically  affect  either  the  revenues 
or  expenses  of  the  company  or  the  income  available  for 
return,  for  the  reason  that  such  unification  of  lines  is,  in  the 
first  place,  now  legally  impossible ;  in  the  second  place,  be¬ 
cause  there  is  no  such  existing  unification,  and,  in  the  third 
place,  because  any  computation  which  might  be  made  or 
any  evidence  which  might  be  introduced  with  respect  to  the 
effect  or  possible  effect  of  such  unification  upon  our  reve¬ 
nues  or  income  available  for  return  would  be  speculative 
and  problematical'  even  if  such  unification  were  possible, 
which  at  present  is  not  the  case. 

We  think  it  is  incompetent  and  irrelevant  and  immaterial 
in  this  proceeding,  because  we  are  not  only  entitled  to  have 
the  consideration  of  this  Commission  upon  the  basis  of 
known  and  existing  facts  without  being  affected  by  any 
problematical  effects  in  the  future  which  might  result  from 
conditions  which  do  not  exist.’ 

Vice  Chairman  Hartman:  ‘The  Commission  overrules 
the  objection.’ 

Chairman  Patrick:  ‘Just  for  the  record,  as  I  have  been 
asking  these  questions  I  am  going  to  ask  the  Vice  Chairman 
to  preside  over  the  meeting  and  the  rulings  will  dome  from 
him.’ 

Mr.  Dunlop:  ‘I  understand  that  the  Commission  has 
overruled  our  objection  and  we  will  note  an  exception.’ 

Vice  Chairman  Hartman:  ‘An  exception  will  be  noted 
on  the  record.  ’ 

Mr.  Barbour:  ‘We  note  the  same  exception  on  behalf  of 
the  Washington  Railway  &  Electric  Company.’ 

Mr.  Dunlop:  ‘Note  the  samd  exception  on  behalf  of  the 
Washington-Maryland  Railway  Company.’ 

Vice  Chairman  Hartman:  ‘The  witness  may  answer.’ 

Mr.  Barbour:  ‘I  would  like  the  record  also  to  show  an 
exception  on  behalf  of  the  Washington  Interurban.’ 

Mr.  Dunlop:  ‘May  we  have  a  moment  for  conference?’ 

Vice  Chairman  Hartman:  ‘It  is  understood,  then,  that 
any  question  that  is  asked  of  Mr.  Heberle,  which  he  cannot 
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or  is  not,  qualified  to  answer,  it  will  be  asked  of  Mr. 
Hanna  V  \ 

Vice  Chairman  Hartman:  ‘I  will  go  further  than  that, 
I  do  not  like  “not  qualified  to  answer”,  but  any|  question 
which  Mr.  Hanna  w’ould  prefer  to  answer  or  that  |Mr.  Heb- 
erle  would  prefer  to  have  Mr.  Hanna  answer,  he  may  do 
so.’  | 

484  Mr.  Dunlop:  ‘It  being  understood,  Mr.  Chairman, 
that  any  questions  with  respect  to  this  matter  with 
respect  to  future  operations  under  the  unified  system,  un¬ 
der  a  supposed  unification  system,  will  be  subject  to  our 
objection.’ 

Vice  Chairman  Hartman:  ‘Certainly,  and  your  objection 
and  exception  will  be  understood  to  run  to  all  of|  this  line 
of  questions.’  j 

Mr.  Barbour:  ‘That  will  stand  to  all  of  the  parties  to 
this  record?’ 

Vice  Chairman  Hartman :  ‘  I  do  not  understand  that  any 
of  the  other  parties  have  yet  made  objection  to  this  ques¬ 
tion.  They  have  taken  exception  to  the  ruling.  |  If  they 
have  made  objection  to  this  question  we  will  have  the  same 
ruling.  ’ 

Mr.  Barbour:  ‘Yes,  sir,  we  excepted  on  behalf  of  all  the 
other  companies  involved.’ 

Vice  Chairman  Hartman:  ‘But  there  was  no  iobjection 
to  the  question  when  asked.  There  was  an  exception  to 
the  ruling.  ’ 

Mr.  Barbour:  ‘Yes.’ 

Vice  Chairman  Hartman:  ‘If  you  want  at  this  time  to 
make  objections  to  this  line  of  questions,  the  ruliqg  will  be 
the  same  on  it  and  the  exception  will  run.  Is  that  what 
you  want?’ 

Mr.  Barbour:  ‘We  make  the  same  objection  to  the  ques¬ 
tion  and  note  the  same  exception  to  the  ruling  on  the  ques¬ 
tion  on  behalf  of  all  the  petitioning  companies  nained.  ’ 

Mr.  Hanna:  ‘Will  you  read  the  question?’ 

(Question  read.) 

i 

Mr.  Hanna:  ‘I  agree  with  Mr.  Hanna.’ 

(Discussion  otf  the  record.) 

26 — 5316a 
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Mr.  Hanna:  ‘I  would  suggest,  Mr.  Chairman,  that  your 
inquiries  insofar  as  they  relate  to  the  figures  put  in  by  Mr. 
Heberle  or  accounting  principles  backing  them  up  will  be 
answered  by  him;  that  questions  having  to  do  with  the 
policies  of  the  company  or  with  technical  matters  in  con¬ 
nection  with  its  operation  should  be  answered  by  me  here 
or  somebody  else  qualified — if  I  do  not  answer  them  and 
postpone  the  answer  until  I  bring  the  proper  officer  in  here, 
why  that  is  something  else.’  ” 

485  Whereupon  in  answer  to  questions  by  Chairman 
Patrick,  Mr.  Hanna,  over  the  objection  and  exception 
noted  above,  testified  as  follows:  That  at  the  hearing  be¬ 
fore  the  House  Committee  that  the  estimate  made  by  Mr. 
Bibbins,  engineer  employed  by  Mr.  Wilson,  owner  of  the 
Washington  Rapid  Transit  Company,  estimated  that  the 
economies  and  other  savings  would  result  from  a  merger 
of  the  two  companies  sufficient  to  allow  the 'merged  com¬ 
pany  to  earn  7  per  cent  on  $50,000,000  without  any  increase 
in  the  rate  of  fare ;  that  Mr.  Bibbins  is  a  competent  trans¬ 
portation  engineer  with  a  great  deal  of  experience  and  that 
-is  estimate  was  made  after  a  very  careful  studv  covering 

W  m/  O 

several  months  of  the  actual  situation ;  that  he  did  not  state 
that  he  agreed  with  the  figures  that  Mr.  Bibbins  had  made ; 
that  he  did  not  then  and  does  not  now  give  his  approval  of 
the  estimate  of  the  savings  made  by  Mr.  Bibbins ;  that  it  is 
universally  admitted  that  there  must  be  some  very  con¬ 
siderable  savings  in  operating  costs  through  unification, 
meaning  thereby  a  complete  unification  of  the  three  trans¬ 
portation  companies  vrhich  was  under  consideration  by 
Congress;  that  he  had  not  made  any  study  in  detail  as  to 
possible  savings  due  to  improved  routing,  car  assignment 
and  housing  in  case  of  a  merger ;  that  savings  that  would 
result  from  the  merger  of  these  companies  would  be  along 
several  different  lines.  They  would  include  lesser  costs 
for  overhead  and  lesser  costs  for  operation,  the  latter 
amount  depending  entirely  upon  the  form  of  service  that 
is  given  to  the  public,  the  character  of  that  service  under 
unified  operation  (Tr.  317). 

Whereupon  Chairman  Patrick  asked  the  witness  (Tr. 
317)  “Mr.  Hanna  in  your  opinion  can  there  be  some  sav¬ 
ing  in  operating  costs  without  a  merger  of  these  transpor- 
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tation  agencies,  merely  by  joint  operation  V9  To  which 
question  counsel  for  The  Capital  Traction  Company  ob¬ 
jected  on  the  same  ground  as  previously  stated  with  respect 
to  merger  and  for  the  further  reason  that  no  specific  joint 
operation  was  contemplated  or  indicated  and  that!  such  sav¬ 
ings,  if  any,  would  be  speculative  and  problematical  and 
not  based  upon  any  existing  conditions,  which ;  objection 
was  overruled  and  exception  noted  (Tr.  3118). 

486  The  same  objection  and  exception  was  made  and 
noted  on  behalf  of  the  other  companies  who  were 
parties  to  the  proceeding. 

Whereupon  Counsel  further  objected  to  the  I  question 
upon  the  ground  that  there  was  no  legal  basis  upon  which 
any  such  joint  operations  could  be  affected  which  would 
result  in  definite  savings;  which  objection  was  pverruled 
and  an  exception  noted  (Tr.  318).  j 

Counsel  further  objected  to  the  question  for  the  reason 
that  there  is  nothing  in  the  question  to  indicate  that  the 
joint  use  of  trackage  or  facilities  suggested  comps  within 
the  provisions  of  any  existing  law;  which  objection  was 
overruled  and  exception  noted  (Tr.  320). 

The  same  objection  and  exception  were  noted  by  all  of 
the  other  companies,  parties  to  the  proceeding. 

Mr.  Hanna,  over  such  objections  and  exceptions  there¬ 
upon  testified  that  without  a  more  definite  understanding 
as  to  what  was  meant  by  joint  operation  he  could  not  an¬ 
swer;  that  he  knows  of  no  joint  operation  which  y^ould  be 
enforcible  under  existing  law  and  no  form  of  joint  opera¬ 
tion  which  could  practically  be  put  into  effect  without  uni¬ 
fication  of  the  properties,  which  would  result  in  any  con¬ 
siderable  amount  of  saving;  that  with  respect  to  an  entire 
unification  of  the  three  transportation  companies  as  con¬ 
templated  by  the  proposed  merger  legislation,  the  reasons 
for  such  unification  are  so  perfectly  obvious  that  it  is 
hardly  possible  to  find  arguments  for  it  (Tr.  321). 

In  answer  to  questions  by  Commissioner  Hartman  (Tr. 
340)  Mr.  Hanna  testified  that  the  present  method  of  divi¬ 
sion  of  transfers  between  The  Capital  Traction  Company 
and  the  Washington  Railway  &  Electric  Company  is  the 
method  approved  by  the  Public  Utilities  Commission;  that 
the  method  of  accruing  depreciation  is  that  approved  by 
the  Public  Utilities  Commission;  that  the  ordetf  of  the 
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Commission  fixing  the  valuation  of  The  Capital  Traction 
Company’s  property  dealt  with  the  accruing  of  deprecia¬ 
tion,  which  order  speaks  for  itself ;  that  there  is  borrowed 
by  the  Company  from  the  sinking  fund  for  depreciation  as 
of  December  31,  1928  $2,148,750  and  that  interest  is  paid 
by  the  Company  into  the  fund  at  the  rate  of  3  per 
487  cent  and  paid  monthly  so  that  it  has  the  effect  of 
being  compounded  monthly;  that  the  lives  of  the 
property  now  used  by  the  Company  in  accruing  its  depre¬ 
ciation  are  the  lives  that  were  found  by  Mr.  Pillsbury,  en¬ 
gineer  for  the  Commission,  in  his  investigation;  that  the 
Kensington  line  has  been  operated  at  a  substantial  loss 
ever  since  the  Company  took  it  over  but  that  such  loss  is 
not  reflected  in  the  figures  shown  in  the  exhibits  heretofore 
introduced  as  to  operations  in  Maryland  and  is  not  in¬ 
cluded  in  District  of  Columbia  operations  (Tr.  343).  It  is 
segregated  but  the  amount  available  for  return  in  the  Dis¬ 
trict  of  Columbia  operations  does  not  include  any  loss  on 
the  Kensington  line  in  Maryland.  In  answer  to  questions 
by  Commissioner  Hartman,  Mr.  Hanna  testified  that  there 
was  an  exceptionally  heavy  rainfal-  in  August  1928,  being 
10.4  inches  above  normal  and  also  that  there  were  unusual 
repairs  in  that  year  to  the  smoke  stack  of  the  Georgetown 
power  plant;  that  while  it  may  be  that  the  rainfall  was  ab¬ 
normal  in  August  1928,  in  another  year  there  may  have 
been  an  abnormal  snowfall  in  February;  in  one  year  there 
may  be  an  unusual  repair  at  the  Georgetown  power  station 
while  in  another  there  may  be  unusual  repairs  on  the  roof 
of  a  building  somewhere  else,  but  the  picking  out  of  any 
one  item  of  expense  like  that  and  attempting  to  say  that 
the  amount  is  abnormal  does  not  make  any  such  showing 
at  all;  that  they  did  have  trouble  in  1928  on  account  of 
snow  on  a  portion  of  the  5th  and  Kennedy  Street  line  and 
substituted  bus  service  for  street-railway  service  which 
has  also  been  done  occasional-y  in  the  past  in  other  years 
(Tr.  347) ;  that  the  Company  did  have  an  increase  in  insur¬ 
ance  costs  in  1926  or  1927  on  account  of  the  Washington 
Rapid  Transit  Company  using  a  part  of  the  Decatur  Street 
car  barn;  that  such  increase  was  taken  care  of  when  the 
revenues  were  received  from  the  lease  of  that  property  by 
the  Washington  Rapid  Transit  Company;  that  in  1927  the 
Company  had  a  number  of  settlements  in  connection  with 
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a  collision  at  14th  and  Bhode  Island  Avenue  but1  that  such 
expenses  in  no  way  affected  the  operating  expenses  for 
that  year  or  the  previous  year  because  expenses ;  of  injury 
damages  are  based  upon  accruals,  a  certain  percent- 
488  age  of  gross  revenue;  that  the  accruals!  for  1928 
were  in  excess  of  1928  expenditures  by  $2251.91 ; 
that  no  Federal  income  taxes  are  included  in  the  statement 
under  the  heading  “operating  expenses”  (Tr.  350)  that 
they  are  deducted  from  return  on  fair  value  but  not  as 
operating  epaenses. 

Thereupon  the  Commission  stated  that  they  Tyould  take 
judicial  notice  of  the  annual  reports  of  The  Capital  Trac¬ 
tion  Company  for  the  years  1925,  1926,  1927,  and  1928  filed 
by  the  Company  with  the  Commission  (Tr.  351). 

Mr.  Hanna  further  testified  in  answer  to  question  by 
Commissioner  Hartman  that  there  was  no  allocation  of  the 
time  of  general  officers  between  railway  and  bus  service; 
that  the  superintendent  of  bus  operations,  of  course,  is 
charged  to  that  account  but  the  general  officers  salaries  as 
such  are  not  so  allocated ;  that  in  the  figures  for  tfie  system 
is  included  both  the  District  of  Columbia  and  Maryland 
taxes  on  property  outside  of  the  District  are  included  and 
also  taxes  on  leased  lines,  the  leases  providing  that  The 
Capital  Traction  Company  shall  pay  the  taxes;!  that  no 
merger  costs  are  in  the  1929  expenses  as  shown  in  the  ex¬ 
hibit  (Tr.  351) ;  that  $1732  was  charged  to  expenses  erro¬ 
neously  in  1928  for  the  replacement  of  a  sprinkler  tank  at 
the  Decatur  Street  barn  and  transferred  in  1929  ;j  that  the 
same  applies  to  a  $1,008  item  for  writing  off  cost  of  tokens 
in  1928;  that  the  1928  operating  expenses  include! $100  for 
metal  lockers,  $31  for  tables  and  chairs,  $20.35  for  fire  ex¬ 
tinguisher,  but  that  as  to  an  item  of  $14.33  for  coasting  re- 
-corder  keys,  $46.80  for  condemnation  costs  on  land!  he  could 
not  answer  without  a  great  deal  of  research  because  it 
would  mean  going  through  entire  year’s  expenses!  of  some 
$3,000,000  in  order  to  find  them ;  that  the  Company;  was  not 
interested  in  the  amount  of  work  the  Commission  spent 
going  through  its  accounts  in  finding  these  items  but  was 
interested  in  the  amount  of  work  the  Company  would  have 
to  spend  because  the  public  will  ultimately  have  to  pay  for 
it  (Tr.  354).  j 

Whereupon  the  following  occurred  (Tr.  354  to  360) : 

i 
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“Vice  Chairman  Hartman:  ‘Do  you  know  whether  you 
had  $11.40  for  abandonment  of  Bladensburg  Road?’ 
489  Mr.  Dunlop:  ‘Mr.  Chairman,  it  seems  to  us  that 
this  line  of  inquiry  as  to  small  items  of  operating 
expenses,  and  whether  they  are  or  are  not  in  a  particular  ac¬ 
count  or  in  a  particular  year  or  are  charged  to  operating 
expenses  or  to  capital  account,  or  what  not,  are  matters 
which  could  very  easily  have  been  taken  up  with  the  Com¬ 
pany  through  the  accountants  of  the  Commission  and  been 
settled  outside  of  this  hearing,  and  it  seems  to  us  that  it  is 
a  waste  of  the  public’s  time,  a  waste  of  the  time  and  unwar¬ 
ranted  expense  in  this  hearing,  for  which  the  Company  has 
to  pay,  the  cost  of  which  is  assessed  to  the  company,  and 
which  ultimately  has  to  figure  into  the  return  which  the 
company  is  getting  from  the  public,  and  ultimately  the  pub¬ 
lic  has  to  pay  for  it,  and  it  seems  to  me  it  could  be  much 
more  economically  and  just  as  effectively,  and  more  ef¬ 
fectively,  handled  in  a  different  way,  without  taking  the 
time  in  this  hearing  for  these  things,  that  might  easily,  if 
we  had  had  notice  of  these  questions  and  they  had  been 
taken  up  between  the  accountants  of  the  Commission  and 
the  accountants  of  the  company,  have  been  found  and  an¬ 
swered  satisfactorilv  to  the  Commission  and  without  this 
burden  of  time  and  expense.  Not  only  that,  but  all  of  these 
things,  if  the  Commission  please,  asked  in  this  way  at  this 
hearing,  lead  to  the  conclusion  by  the  public  that  the  com¬ 
pany  has  not  been  frank  with  the  Commission;  that  it  has 
not  shown  its  operating  expenses  as  it  should  have  shown 
them,  and  that  we  are  trying  to  hide  and  cover  up  in  our 
accounts  expenses1  that  arc  not  justifiable,  and  I  do  not 
think  it  is  fair  to  handle  it  in  this  way.  I  think  we  should 
have  this  matter  adjusted  now.’ 

Vice  Chairman  Hartman:  ‘I  accept  the  criticism.’ 

Mr.  Dunlop:  ‘You  accept  the  criticism?’ 

Vice  Chairman  Hartman:  ‘I  accept  the  criticism  but  will 
conduct  my  own  examination  from  the  bench  without  in- 
structions  from  counsel  for  the  carriers.’ 

Mr.  Hamilton:  ‘Counsel  do  not  intend  or  desire  to  in¬ 
struct,  but  we  desire  to  protest  along  the  lines  of  Mr.  Dun¬ 
lop’s  statement,  that  these  questions  at  this  time,  under  the 
conditions  under  which  they  are  asked,  are  improper  and 
prejudicial  to  our  rights,  and  we  think  the  Commission  is 
without  authority  to  allow  this  to  go  on.  ’ 
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Chairman  Patrick:  ‘We  will  take  a  recess  for  about 
five  minutes  wfiiile  the  Commission  considers  the |  matter.’ 

(At  this  point  a  short  recess  was  taken,  after  which  the 
proceedings  w^ere  resumed  as  follows:) 

Chairman  Patrick:  ‘The  meeting  will  please  'come  to 
order.  The  Commission  desires  to  state  that  the  questions 
to  which  counsel  has  made  reference  are  directed  to  ex¬ 
hibits  offered  in  this  hearing.  No  question  asked  should  be 
interpreted  as  implying  or  insinuating  that  there  has  been 
any  intention  or  desire  on  the  part  of  the  Capital  Traction 
Company  to  make  any  kind  of  improper  entries  in  its  books 
or  its  accounts.  No  such  impression  is  warranted,  and  it 
is  hoped  no  such  inferences  will  be  drawn.  Upon  these  ex¬ 
hibits,  however,  The  Capital  Traction  Company  is  resting 
its  case,  or  is  relying  upon  them  in  support  of  its!  applica¬ 
tion  for  increased  fares.  If  there  be  inaccuracies,  uninten¬ 
tional,  in  the  exhibits,  the  Commission  believes  it  is 
490  its  right  and  its  duty  to  bring  them  forth.  I  If  The 
Capital  Traction  Company  prefers  withdrawing  its 
exhibits,  have  them  scrutinized  by  the  accountants  of  the 
Commission,  and  corrected,  where  corrections  aife  neces¬ 
sary,  the  Commission  is  quite  willing  to  have  that  course 
pursued  and  will,  if  desired,  suspend  the  hearing  until  that 
is  done.  If  that  course  is  not  acceptable  to  the  company, 
then  the  Commission  feels  that  it  must  take  up  isome  of 
these  questions  in  order  to  bring  out  the  facts,,  as  just 
stated.’ 

Mr.  Hanna:  ‘Mr.  Chairman,  The  Capital  Traction  Com¬ 
pany  does  not  now,  and  never  has,  questioned  the  right, 
or  even  the  duty,  of  this  Commission  to  scrutinize  its  ex¬ 
penses  or  to  s-rutinize  its  operations.  The  records  of  the 
Company  are  at  the  disposal  of  the  Commission  now,  and 
at  all  times.  The  exhibit  which  we  have  presented,  show¬ 
ing  the  cost  of  operation  for  the  periods  named  ahd  other 
expenses  and  revenues,  represents  its  revenues  and  ex¬ 
penses  as  shown  on  our  books.  They  represent  the  actual 
revenues  and  expenses,  insofar  as  we  know  them  to|be  such. 
We  have  accountants,  and  we  keep  our  books  under  the 
direction  and  scrutiny  of  the  accountants  of  the  Public 
Utilities  Commission,  and  have  since  the  Commission  was 
formed.  j 

We  are  not  questioning  the  impropriety  of  the  Commis¬ 
sion  obtaining  this  information  now,  or  at  any  other  time. 
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The  thing  to  which  we  object  is  the  method  which  the  Com¬ 
mission  is  following  in  obtaining  this  information.  As  Mr. 
Dunlop  has  brought  out,  these  comparisons  should  have 
been  made  prior  to  the  hearing.  Th ere  is  neither  here  nor 
there.  They  are  not.  They  can  be  made  now.  But  we  sub¬ 
mit  that  thev  cannot  be  made  in  the  method  in  which  the 
attempt  is  being  brought  about.  To  question  Mr.  Heberle 
or  myself,  or  any  other  one  as  to  whether  such  and  such 
item  appears  in  our  records  is,  of  course,  a  question  no  man 
would  be  able  to  answer  offhand.  No  man  could  recall  the 
detailed  entries  in  the  manv  thousands  of  items  that  are 
placed  on  our  books  in  the  course  of  a  year. 

With  respect  to  one  of  the  first  questions  Mr.  Hartman 
asked — I  believe  it  was  the  question  of  the  amount  paid  for 
life  insurance  for  employees — I  asked  if  the  purpose  of 
making  that  inquiry  was  to  question  the  propriety  of  that 
item  as  a  proper  element  of  operating  expenses.  Mr.  Hart¬ 
man  said  that  was  not  the  reason  for  asking  the  question; 
that  the  propriety  of  the  charge  was  not  questioned  by  the 
Commission.  I  do  not  know”  what  other  object  he  had  in 
mind.  If  there  are  charges  made  on  our  books  which,  in  the 
opinion  of  the  Commission,  are  improper  charges  to  oper¬ 
ating  expenses,  the  Commission  has  not  only  the  right, 
but  I  think  the  duty,  to  inquire  into  such  things.  And  we 
not  only  would  be  compelled  to  do  it,  but  we  would  be  glad 
to  give  information  respecting  it.  But  to  inquire  on  items 
which  are  not  questioned,  we  do  not  think  bears  on  this 
question,  and  if  they  are  items  that  are  questionable  in  the 
mind  of  the  Commission,  or  the  Commission’s  accountants, 
we  submit  that  the  proper  and  only  feasible  way  of 
491  handling  this  is  to  submit  us  a  list  of  those  ques¬ 
tions,  and  we  will  answer  them.  But  it  is  entirely 
beyond  all  reason  to  expect  Mr.  Heberle,  or  any  other 
human  being,  to  answer  a  specific  question  about  any  one 
item  out  of  the  thousands  of  items  on  the  books. 

We  will  not  withdraw  the  exhibit,  because  it  is  laid  be¬ 
fore  the  Commission  as  a  statement  of  operating  expenses 
for  the  past  four  years,  comprising  operating  expenses, 
other  expenses  and  revenue,  and  w”e  have  no  information 
or  data  whereby  to  change  our  opinion  that  they  represent 
the  proper  operating  expenses  and  proper  revenue.  If  a 
direct  criticism  is  made,  of  course,  we  will  be  glad  to  meet 
that  criticism.’  ” 
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Similar  questions  were  asked  by  Commissioner  Hart¬ 
man  with  respect  to  many  other  small  items  in  the  accounts 
of  the  Company  to  which  answer  could  not  be  given  by  the 
witness  without  examination  of  the  books.  Answers 
thereto  were  therefore  deferred  until  such  exajmination 
could  be  made  and  will  be  found  in  the  transcript  lat  pages 
—  to  — . 

492  (T.  R.  362,  etc.:)  Whereupon  after  discussion  it 

was  agreed  by  the  Commission  and  the!  Capital 
Traction  Company  that  in  order  to  save  time  the  Company 
would  furnish  as  an  exhibit  a  “breakdown”  if  the  Com- 
pany’s  expenses  for  the  year  1928  for  the  12  months  period 
ending  January  30,  1929  as  shown  on  exhibit  No.  17  as  fol¬ 
lows:  Accounts  numbered  36,  80,  83,  89,  1305  and  1331. 
That  Commissioner  Hartman  would  confer  with  Mr.  He- 
berle  and  explain  to  him  the  extent  of  the  details  desired. 
These  figures  appear  later  on  in  the  record  and  in  this 
digest. 

(T.  R.  368,  etc.:)  Thereupon  there  was  offered  and  ad¬ 
mitted  in  evidence  on  behalf  of  the  Capital  Traction  Com¬ 
pany  exhibits  Nos.  10,  11  and  12  constituting  tabulations 
showing  statistics  of  operations  outside  of  the  District  of 
Columbia,  particularly  in  Maryland.  Witness  !  Heberle 
testified  that  these  tabulations  were  taken  by  him  from  the 
books  of  the  Company  and  cover  the  years  1925,  1926,  1927, 
1928,  12  months  ending  April  30,  1929  and  12  months  end¬ 
ing  June  30,  1929  and  the  basis  for  determining  j  revenue 
expenses  and  taxes  is  shown  in  said  exhibit-;  that  the  com¬ 
putation  and  data  included  therein  were  made  by  him  per¬ 
sonally;  that  these  exhibits  give  a  breakdown  into  various 
lines  of  the  amounts  shown  in  exhibits  7,  8  and  9  for  opera¬ 
tions  outside  of  the  District  of  Columbia.  It  was  further 
explained  that  the  Chevy  Chase  Line  appears  oh  the  ex¬ 
hibit  as  a  street  car  line  in  Maryland — the  Kensington  line 
is  a  street  car  line  in  Maryland.  The  Takoma  Park  Mary¬ 
land  line  was  for  the  12  months  ending  June  30,  1929,  a  bus 
operation  and  for  the  previous  years  was  either  bus,  bus¬ 
railway  during  one  year,  or  entirely  railway  in  the  earlier 
years. 

(T.  R.  373,  etc.:)  The  Edgemore  extension  also  shows  an 
extension  of  the  Chevy  Chase  Coach  line  in  Maryland  to 
Edgemore  which  is  a  bus  operation  and  it  also  shows  the 
operation  of  chartered  busses  outside  of  the  District  of 
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Columbia  as  well  as  a  small  item  under  the  column  “rent 
of  buildings  in  Maryland”  and  that  it  is  a  complete  state¬ 
ment  of  all  operation  outside  of  the  District  of  Columbia. 
In  the  case  of  chartered  busses  it  is  necessary  to  make  an 
arbitrary  division  on  a  mileage  basis  between  the  District 
of  Columbia  and  Maryland  operation  by  ratio  that 
493  the  mileage  in  the  District  of  Columbia  bore  to  the 
total  mileage  both  within  and  without  the  District  of 
Columbia,  that  this  division  is  made  on  each  bill  for  such 
chartered  service.  The  allocation  of  operating  expenses 
on  the  street  car  lines  in  Maryland  is  that  shown  in  the 
regular  reports  to  the  Maryland  Public  Service  Commis¬ 
sion  which  has  designated  and  approved  these  methods  that 
the  expenses  of  operating  the  Chevy  Chase  Line  are  pro¬ 
rated  between  Maryland  and  the  District  of  Columbia  on 
the  basis  of  mileage  within  and  without  the  District  of 

Columbia,  that  onlv  the  actual  revenues  received  within  the 

/  %/ 

State  of  Maryland  are  allocated  to  Maryland  operation 
and  no  credit  is  given  to  the  Maryland  operations  for  any 
part  of  the  District  of  Columbia  revenues,  although  the 
District  of  Columbia  revenues  undoubtedly  benefited  from 
the  operation  of  these  lines  outside  of  the  District  of  Colum¬ 
bia. 

Whereupon  there  was  offered  and  admitted  in  evidence 
without  objection  'a  transcript  of  the  former  hearing  in 
case  201.  pages  331,  line  19,  to  379,  line  6,  inclusive,  in¬ 
cluding  all  exhibits  Nos.  101  to  117  inclusive,  consisting  of 
the  exhibits  introduced  by  and  the  testimony  of  Mr.  Mur¬ 
ray,  the  accountant  of  the  Commission,  as  to  the  valuation 
of  the  Capital  Traction  Company  and  the  operation  of  the 
Company  for  certain  periods,  to  wit: 

Mr.  Fleharty,  People’s  Counsel,  stated  that  he  was  put¬ 
ting  Mr.  Murray  on  the  stand  merely  for  the  purpose  of 
offering  several  exhibits,  that  in  a  large  measure  the  ex¬ 
hibits  duplicate  perhaps  exhibits  already  offered  by  the 
Capital  Traction  Company,  that  they  had  been  prepared 
before  the  hearing  started  and  he  did  not  know  what  the 
Company  would  have.  He  suggested  that  they  all  go  in 
in  order  that  one  might  be  checked  against  the  other.  Mr. 
Murray  thereupon  testified  that  he  was  the  chief  accountant 
of  the  Public  Utilities  Commission  and  had  been  such  since 
July  1,  1927,  prior  to  which  time  he  was  assistant  ac- 
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countant,  that  he  went  with  the  Commission  first  in  Sep¬ 
tember  1923,  that  his  duties  were  to  supervise  and  direct 
the  work  of  the  Accounting  Bureau  consisting  of 
494  making  audits,  investigations  and  studied  of  the 
various  utilities  under  the  jurisdiction  of  the  Com¬ 
mission;  that  in  preparing  his  exhibits  he  used  the  same 
methods  followed  by  the  company  itself  in  the  preparation 
of  its  exhibits  with  the  exception  of  materials  and  supplies 
and  working  capital  (Formal  Case  No.  201,  p.  356) ;  that 
his  first  exhibit,  No.  101,  is  a  resume  of  the  ordefs  of  the 
Commission  in  connection  with  the  rates  of  fares  of  the 
Capital  Traction  Company  and  the  Washington  Kailwav 
and  Electric  Company  and  applies  also  to  other  companies 
as  well.  The  next,  No.  102,  is  a  statement  showing  pay 
passengers  carried  in  the  District  of  Columbia  and  Mary¬ 
land  in  the  years  1915  to  1927,  inclusive.  The  next,  No. 
103,  shows  the  passengers  carried  by  the  Capital  Traction 
Company  in  the  District  of  Columbia  and  Maryland  in  the 
years  1915  to  1927.  The  next  exhibit,  No.  104,  shows  the 
passengers  carried  by  fares  for  the  years  1925,  1926  and 
1927,  the  number  of  miles  operated,  the  reveiiue  pas¬ 
sengers  per  mile,  other  passengers  per  mile  and  tbtal  pas¬ 
sengers  per  mile.  It  shows  the  decrease  in  the  6%  cent 
token  fares  which  decrease  was  6.23  per  cent  in  j  1927  as 
compared  with  1926,  the  total  revenue  passenger  reduction 
between  those  years  being  4.30  per  cent.  The  passengers 
shown  on  this  statement  are  exactly  the  same  number  as 
that  shown  on  some  of  the  Company’s  exhibit^.  The 
majority  of  these  figures  were  taken  from  the  books  of  the 
Capital  Traction  Company  and  some  of  them  have  been 
taken  off  of  the  records  of  the  Capital  Traction  Company 
submitted  to  the  Commission  under  oath.  His  next  ex¬ 
hibit,  No.  105,  is  a  comparison  of  passengers  carried  and 
miles  operated  during  the  first  seven  months  of  |1927  as 
compared  with  the  first  seven  months  of  1928  and  'shows  a 
falling  off  in  total  passengers  of  5.02  per  cent  with  a  total 
loss  of  revenue  passengers  of  3.13  per  cent.  The  ;mileage 
on  the  other  hand  had  increased  1.47  per  cent — the  street 
car  mileage  decreased,  but  the  bus  mileage  increased  more 
in  proportion.  Exhibit  106  is  a  statement  showing  the  net 
corporate  income  for  the  first  seven  months  of  1927;  as  com¬ 
pared  with  the  first  seven  months  of  1928.  During  that 
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period  operating  revenues  decreased  $53,904.95 — operating 
expenses  decreased  $25,037.88,  excluding  taxes.  Net  cor¬ 
porate  income  decreased  $19,537.60.  These  exhibits  are 
actual  statements  of  the  facts  taken  from  the  records  of  the 
Company  and  show  the  conditions  as  they  actually  exist. 

The  next  exhibit,  No.  107,  is  a  detailed  statement  of 
495  operating  expense  for  the  last  five  years  showing 
the  average  per  year.  The  average  as  shown  is 
indicative  of  an  even  operation  in  expenses,  that  one  or  two 
years  may  show  a  rather  large  increase  as  compared  with 
other  years,  but  that  is  possibly  due  to  the  change  in  classi¬ 
fication.  These  expenses  have  been  running  consistently 
and  several  of  these  accounts  have  been  analyzed  in  detail 

bv  the  Commission  in  its  audits  that  are  made  each  vear 
%>  + 

as  required  by  law.  Exhibit  No.  10S  shows  a  depreciation 
fund  from  1911  to  1927,  inclusive.  This  depreciation  fund 
was  created  in  1911  by  appropriation  from  surplus  of 
$150,000.,  in  1912,  $55,000.  From  1913  to  1927  it  was  built 
up  out  of  charges  to  operating  expense  and  interest  ac¬ 
cruals  and  is  shown  on  the  statement  there  have  been  a 
number  of  charges  against  the  reserve.  The  balance  of 
this  fund  on  December  31,  1927  was  $3,019,086.03.  The 
fourth  column  represents  interest  accruals  which  the  Com¬ 
pany  itself  pays  on  the  fund.  The  Company  accrues  de¬ 
preciation  on  a  3  per  cent  sinking  fund  basis  and  that  ac¬ 
crual  represents  their  portion  that  they  are  required  to  pay 
on  the  3  per  cent  sinking  fund  basis.  In  other  words,  if  it 
were  not  accrued  on  a  sinking  fund  basis  that  $98,000.00 
would  be  charged  to  operating  expense.  Not  the  whole  of 
that  $98,000.00,  however,  represents  money  paid  by  the 
Company  as  a  part  of  it  represents  income  earned  by 
securities  in  the  depreciation  reserve  fund.  There  is  a  dis¬ 
tinction  between  the  depreciation  reserve  and  the  deprecia¬ 
tion  reserve  fund,  which  latter  is  the  actual  fund  of  securi¬ 
ties  and  cash  and  the  interest  accruals  at  3  per  cent  are  on 
the  monthly  balances  in  the  reserve  account.  Exhibit  No. 
108 — the  three  million  nineteen  thousand  and  some  odd  dol¬ 
lars  for  the  book  balance  in  the  depreciation  reserve  ac¬ 
count  and  there  is  actually  on  hand  in  the  depreciation 
reserve  fund  cash  and  securities  to  the  amount  of  approxi¬ 
mately  $1,118,000,  and  the  remainder  of  the  three  million 
odd  dollars  amounts  to  about  $1,830,000.  is  regarded  as  loan 
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to  the  Company  and  invested  in  the  property.  The  Com¬ 
pany  makes  their  computations  each  month  in  regard  to 
that  fund,  know  exactly  how  much  money  they  have  invested 
in  securities  and  how  much  they  have  of  that  fund  in  the 
bank  and  they  know  how  much  they  accrue  each  month. 
(T.  R.  345.)  The  difference  between  the  amount  of  ac¬ 
crual  and  the  amount  which  they  have  invested  in  securities 
and  cash  is  the  amount  that  is  loaned  to  operating  expenses 
which  on  December  31,  1927  was  $1,880,206.24.  The 
496  interest  on  this  amount  was  at  the  rate  of  3  per  cent 
on  the  monthly  balances  which  would  probably  be 
the  result  of  the  3  per  cent  compounded.  The  Company 
uses  this  money  for  various  purposes.  Some  of  it; may  be 
spent  for  the  purchase  of  equipment  or  the  betterment  of 
the  plant  and  some  of  it  may  be  spent  for  capital  additions ; 
also  some  it  it  may  be  psent  for  maintenance.  If  spent  for 
additions  to  capital  account  it  does  not  appear  ijwice  in 
capital.  It  results  in  the  fact  that  the  Company  has  this 
fund  to  borrow  from  rather  than  to  go  outside  and  possibly 
pay  a  higher  rate  of  interest.  The  equipment  they  pur¬ 
chase  and  charge  to  the  capital  account  is  represented  on 
the  asset  side  of  their  balance  sheet  and  this  fund  on  the 
liabilitv  side  of  the  balance  sheet.  Exhibit  108  is!  headed 
Capital  Traction  Company  depreciation  fund  whereas  it 
should  correctly  be  headed  depreciation  reserve. 

Exhibit  109  shows  the  dividend  rate  paid  on  capital  stock 
from  1895  to  1927.  Exhibit  110  shows  the  income  for  the 
years  1923,  1924,  1925,  1926  and  1927  and  the  average 
per  year.  The  average  net  corporate  income  fpr  this 
five  year  period  is  $834,583.79  and  the  statement!  shows 
that  their  net  corporate  income  has  been  gradually  reduced 
each  year.  The  only  particularly  large  increase  in  the  reve¬ 
nue  was  for  rent  of  buildings  and  other  property  whjch  was 
the  revenue  from  the  rent  from  that  portion  of  the  Capital 
Traction  Company  barn  which  was  rented  to  the  Washing¬ 
ton  Rapid  Transit  Company.  During  the  years  shown  there 
was  an  average  shortage  of  about  $5,500,  in  the  amount  of 
net  income  necessary  to  pay  a  7  per  cent  dividend; on  the 
Company’s  stock.  Exhibit  110  shows  a  slightly  greater  figure 
for  operating  income  for  the  years  1925, 1926  and  1927  than 
is  shown  on  Mr.  Heberle’s  exhibit  No.  3  as  income  available 
on  fair  value  because  in  figuring  the  income  available  on  fair 
value  there  are  certain  other  items  of  expense  that  are  allow- 
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able  by  tlie  Commission  for  the  rent  of  leased  roads  that  is 
the  exact  difference.  The  witness  treated  this  item  as  a  de¬ 
duct  ion  from  gross  income,  that  from  his  audits  he  found  the 
Company’s  figures  to  be  correct  with  a  few  slight  differ¬ 
ences  that  are  immaterial  and  which  will  be  shown  on 
497  the  next  exhibit,  No.  Ill,  which  shows  the  income 
available  for  return  for  the  years  ended  December 
31,  1925,  1926,  1927  and  for  the  year  ended  July  31,  1928. 
The  income  available  for  return  for  the  year  1925  is  $1,080,- 
044.44;  for  the  year  1926,  $1,104,567.46;  for  the  year  1927, 
$1,004,086.37 ;  for  the  period  ended  July  31,  1928,  $992,- 
544.41.  The  witness  made  a  small  adjustment  in  each  one 
of  those  years  representing  the  income  tax  on  non-operating 
income  which  had  been  charged  by  the  Company  to  account 
No.  215  for  which  according  to  the  classification  should  have 
been  charged  to  account  No.  218.  This  adjustment  is  small 
and  has  no  effect  upon  the  rate  of  return.  He  also  mad-  an 
adjustment  for  the  year  ended  July  31,  1928  of  $5,196.59, 
representing  expenditures  the  Company  made  on  the  mer¬ 
ger  negotiations.  The  property  value  as  used  in  this  state¬ 
ment  was  as  of  January  1st  of  each  year  as  shown  on  the 
exhibit  for  the  year  1925,  $25,756,860. ;  1926,  $25,901,046.83; 
1927,  $26,005,526.10  and  the  same  amount  for  July  31,  1928. 
The  rate  of  return  for  the  year  ended  July  31,  1925  was 
4.19  per  cent;  for  1926,  4.26  per  cent;  for  1927,  3.86  per  cent 
and  for  the  year  ended  July  31,  1928,  3.82  per  cent.  There 
is  a  slight  variation  in  the  value  shown  by  this  exhibit  and 
that  shown  by  the  Company’s  exhibit  for  the  reason  that  the 
witness  took  one-twelfth  of  the  operating  expenses  as  of  a 
given  period  whereas  the  Company  took  one-twelfth  of  the 
operating  expenses  as  shown  in  the  court’s  decision  as  of 
January  31, 1925.  This  difference  is  the  difference  between 
$26,005,526.10  as  computed  by  the  witness  and  $26,024,- 
559.43  as  shown  by  the  Company,  or  about  $19,000.00,  which 
would  not  have  any  effect  upon  the  rate  of  return. 

The  next  exhibit,  No.  112,  is  the  property  value  as  of  De¬ 
cember  31st  for  each  of  the  years  1925, 1926  and  1927.  That 
shows  the  same  figure  that  witness  used  for  his  previous  ex¬ 
hibit  and  is  based  on  the  same  method  used  by  the  Company 
itself  in  its  representation  of  the  subject  with  the  exception 
of  the  differences  in  the  materials  and  supplies  and  working 
capital  as  just  stated.  It  takes  the  value  as  fixed  by  the  Court 
of  Appeals  as  of  December  31,  1925  as  the  starting  point. 
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The  next  exhibit,  No.  113,  is  the  balance  sheet  of  the 

498  Capital  Traction  Company  as  of  July  31, 1928,  which 
shows  a  corporate  surplus  of  $1,203,465.67  and  was 

prepared  from  the  records  of  the  Company  as  Iwere  all 
others.  The  next  exhibit,  No.  114,  shows  the  estimated 
income  available  for  return  at  the  proposed  fares  based  on 
1927  operations.  The  first  computation  is  on  the  basis  of 
the  S-cent  straight  fare — the  Company  put  in  one  based  on 
July  31st,  1928  so  witness  prepared  one  for  1927  based  on 
1927  operations.  He  took  the  actual  income  available  for 
return  for  the  year  1927  and  made  his  computation  upon  the 
basis  of  the  passengers  that  would  be  affected  by  thej  change 
in  return  which  indicates  that  the  gross  income  in  revenue 
would  be  $545,841.99  and  a  net  increase  of  $453,267.19, 
which  added  to  the  Company’s  actual  income  available  for 
return  would  give  it  $1,457,353.56,  or  5.6  per  cent  on  its 
value,  that  using  the  year  1927  probably  would  not  be  quite 
as  accurate  as  using  the  period  ending  July  31,  192$,  on  ac¬ 
count  of  the  fact  that  the  1928  period  would  reflect! the  re¬ 
duction  in  passengers.  The  alternate  fare  of  10  cents,  or 
four  tokens  for  30  cents,  is  based  on  the  same  ratio  jas  that 
computed  by  the  Capital  Traction  Company,  that  is!  15  per 
cent  cash  and  85  per  cent  tokens;  that  in  his  opinion! that  is 
probably  what  would  be  the  ratio  of  that  fare.  On  this  basis 
the  gross  increase  would  be  $472,311.26  and  after  (deduct¬ 
ing  taxes  the  net  increase  would  be  $392,207.27,  orj  an  in¬ 
come  available  for  return  of  $1,396,292.64,  which  would  be 
equivalent  to  5.36  per  cent  on  fair  value  as  of  January  1, 
1928.  These  computations  do  not  take  into  consideration 
any  decrease  of  passengers  on  account  of  increased!  fares, 
but  it  is  the  belief  of  the  witness  that  an  increase  of  fare 
would  result  in  a  decrease  of  passengers. 

Exhibit  No.  115  is  an  analysis  of  surplus  account  for  the 
years  1923  to  1927,  inclusive,  which  show’s  that  during  the 
five  year  period  the  Company  added  to  its  surplus  account 
$4,189,182.01  and  deducted  from  it  during  the  same  period 
$4,316,445.50  so  that  deductions  were  in  excess  of  additions 
of  the  sum  of  $127,263.49.  In  1927  the  Company  appro¬ 
priated  out  of  its  surplus  $50,000.00  to  an  injury  and  dam¬ 
age  reserve  which  vras  started  in  that  year.  Prior  tjo  that 
time  the  Company  paid  their  injury  and  damage 

499  claims  as  they  occurred,  but  thereafter  on  the  accrual 
basis.  In  order  for  the  Company  to  pay  its  7  per 
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cent  dividends  it  had  to  draw  from  the  reserve  approxi¬ 
mately  $132,000.00  for  the  year  1927.  (T.  R.  373). 

Mr.  Murray  also  testified  that  the  reserve  for  injuries 
and  damages  went  down  from  $50,000.00  to  $15,000.00  after 
taking  out  the  actual  payments  for  injuries  and  damages 
in  1927  and  that  on  July  31,  1928  the  Company  had  ex¬ 
pended  $30,000.00  more  than  they  had  accrued  in  the  injury 
and  damage  reserve.  Mr.  Murray  thereupon  placed  in 
evidence  his  exhibits  115  and  116  showing  the  balance  in 
the  Capital  Traction  Company  surplus  account  at  the  end 
of  each  year  1914  to  1927.  Mr.  Murray  thereupon  put  in 
evidence  exhibit  117  showing  the  sales  and  sale  prices  of 
stocks  and  bonds  of  the  Capital  Traction  Company  on  the 
Washington  Stock  Exchange  for  the  years  1922  up  to  and 
including  the  end  of  August  1928,  with  respect  of  which  he 
testified  that  the  highest  sale  of  the  stock  was  at  approxi¬ 
mately  118  in  February,  1926,  which  he  judged  vras  brought 
about  by  merger  negotiations,  that  in  the  year  1928  stocks 
and  bonds  were  on  the  decline  and  that  the  last  sale  of 
stock  in  that  year  was  approximately  104%  and  the  bonds 
at  102. 

500  Whereupon  the  Commission  offered  in  evidence 
excerpts  from  the  record  in  Formal  case  No.  201  as 
follows  (Tr.  379,  380) : 

Page  10,  lines  1  to  10. 

Page  11,  line  16  to  page  12,  line  11. 

Page  22,  line  16  to  page  23  line  7. 

Page  39,  lines  6  to  19. 

Page  41,  lines  6  to  20. 

Page  52,  lines  1  to  3. 

Page  56,  lines  6  to  9. 

Page  58,  lines  15  to  27. 

Page  72,  line  7  to  page  73  line  14. 

Page  100,  line  12  to  page  101,  line  16. 

Page  103,  lines  3  to  9. 

Page  106,  lines  12  to  17. 

Page  197,  line  6  to  page  198,  line  1. 

Page  208. 

Page  218,  lines  15  to  19. 

Page  226,  lines  2  to  6. 

Page  229,  lines  9  to  15. 

Page  232,  lines  16  to  19. 
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Page  236,  lines  3  to  6. 

Page  244,  lines  2  to  6.  I 

Page  248,  lines  16  to  page  249,  line  13. 

Page  292,  lines  13  to  19.  j 

Page  297,  line  8  to  page  312,  line  13.  j 

Page  316,  line  16  to  page  317,  line  10.  j 

Pages  323  and  324. 

Page  495,  line  11  to  page  496,  line  5.  j 

Page  501,  lines  4  to  12.  | 

Pages  508  and  509.  I 

Page  522,  lines  3  to  20.  j 

Pages  557  to  559.  j 

Whereupon  the  witness  Heberle  testified  (Tr.  382)  with 
respect  to  Murray  Exhibit  No.  112  in  Formal  Case  No.  201 
theretofore  referred  to,  as  compared  with  Capital  Traction 
Company  Exhibit  No.  1  also  heretofore  referred  to,  that 
theres  is  a  rather  close  agreement  in  totals  as  wifi  be  seen 
between  Mr.  Murray’s  exhibit  No.  112  and  Capital  Trac¬ 
tion  exhibit  No.  1 ;  both  of  these  exhibits  show;  the  fair 
value  of  the  property  of  the  Capital  Traction  Company. 
The  Murray  exhibit  is  headed  “Capital  Traction  Com¬ 
pany  Property  Value  as  of  December  31st”  and  shows 
such  value  for  the  years  1925,  1926  and  1927.  The  Capital 
Traction  Company  exhibit  No.  1  shows  such  fair  value  for 
the  same  years,  1925,  1926,  1927,  and  in  addition  the  fair 
value  as  of  December  1928  which  latter  does  not  appear  on 
Murray  exhibit  No.  112.  Mr.  Murray’s  exhibit  gives  the 
property  value  as  of  December  31,  1925  as  $25,929,506,  and 
The  Capital  Traction  Company  exhibit  No.  1  in  the  present 
case  shows  exactly  the  same  figure.  He  compared  the 
other  figures  on  the  exhibits  calling  attention  to 
501  their  similarity.  He  also  testified  that  the  method 
used  by  The  Capital  Traction  Company  in  prepar¬ 
ing  its  exhibit  was  the  method  set  out  in  the  opinion  and 
findings  of  the  Court  of  Appeals  of  the  District  of  Colum¬ 
bia  and  approved  by  that  Court  in  establishing  the  value  as 
of  January  1,  1925  and  that  Mr.  Murray  used  the  same 
method.  He  further  testified  (Tr.  385)  that  Mr.  Murray’s 
exhibit  No.  Ill  in  Formal  Case  No.  201  as  compared  with 
The  Capital  Traction  Company  exhibits  7  and  8  in  the 
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present  case  shows  the  following  with  respect  to  income 
available  for  return  and  rate  of  return  on  property  value: 
Murray  exhibit  No.  Ill  shows  income  available  for  return 
for  the  year  1925  at  $1,080,044  and  the  rate  of  return  as 
4.19  per  cent.  The  Capital  Traction  Company  exhibit  No. 
7  in  the  present  case  shows  income  available  for  return 
from  operations  in  the  District  of  Columbia  as  $1,093,528, 
slightly  more  than  Mr.  Murray,  and  the  rate  of  return  as 
4.25  per  cent,  the  reason  for  the  difference  being  that  Mr. 
Murray’s  figures  are  for  the  entire  system  in  each  case 
while  The  Capital  Traction  Company  is  for  the  District  of 
Columbia  operations  only.  For  the  same  reason  Mr.  Mur¬ 
ray’s  figures  for  the  vear  1926  show  a  slightlv  lower  rate 
of  return  than  The  Capital  Traction  Company  figures, 
being  4.26  per  cent  as  against  4.03  per  cent.  And  the  same 
applies  to  the  following  year. 

In  answer  to  questions  by  Commissioner  Hartman  it 
was  admitted  that  the  valuation  figures  in  the  rate  base  in¬ 
cluded  an  item  of  one  hundred,  thirty  five  dollars,  repre¬ 
senting  the  cost  of  a  weed  killer  (heretofore  referred  to  at 
page  34)  which  was  purchased  and  charged  to  District 
operations  and  apparently  only  used  in  Maryland,  and 
probably  five  or  six  hundred  dollars  for  a  steel  garage  con¬ 
nected  with  the  Takoma  Park  line  in  Maryland  (Tr.  388). 

Mr.  Heberle  further  testified  that  for  the  vear  1927  the 
Murray  exhibit  showed  the  rate  of  return  on  property 
value  as  3.86  per  cent  whereas  The  Capital  Traction  Com¬ 
pany  exhibit  showed  for  the  same  period  a  rate  of  3.92  per 
cent. 

Whereupon  there  was  offered  and  admitted  in  evi- 
502  dence  Capital  Traction  Company  exhibit  No.  13  with 
respect  to  which  Mr.  Heberle  testified  as  follows 
(Tr.  389)  that  the  exhibit  is  an  estimate  of  the  effect  of  the 
requested  increase  in  fares  based  on  the  number  of  pas¬ 
sengers  carried  during  the  12  months  ended  April  30,  1929 
by  The  Capital  Traction  Company;  that  he  made  the  cal¬ 
culations  and  prepared  the  exhibit  himself;  that  the  esti¬ 
mate  is  based  upon  the  number  of  passengers  carried  in 
that  period  as  shown  in  an  earlier  exhibit  in  this  case ;  that 
the  actual  increase  in  the  rate  of  fare  to  be  paid  by  token 
riders  under  the  proposed  rate  applied  for  is  five-sixth-  of 
a  cent,  such  token  riders  representing  the  largest  percent- 
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age  of  revenue  passengers  carried  in  the  District  |of  Colum¬ 
bia;  that  there  will  be  an  increase  of  2  cents  each  for  such 
passengers  who  pay  the  cash  fare  applied  for;  that  the 
37,798,877  token  riders  in  the  year  ended  April  30,  1929 
would  continue  to  be  token  riders  under  the  proposed  fare 
and  that  the  increased  revenue  from  them  at  fiye-sixth  of 
a  cent  would  amount  to  $314,990.64;  that  under  the  proposed 
rate  of  4  tokens  for  30  cents  and  cash  fare  of  10  Icents  it  is 
estimated  the  ratio  of  token  use  would  increase  because  the 
differential  between  the  cash  rate  and  the  token  rate  would 
be  2%  cents  in  the  case  of  the  proposed  rate  which,  being 
considerably  greater  than  the  existing  differential  would 
be  an  inducement  to  riders  to  avail  themselves  of  j  the  token 
rate  of  fare;  also  because  tokens  would  be  sold  in; multiples 
of  four  requiring  an  outlay  of  only  30  cents  instead  of  40 
cents  as  at  present.  At  the  present  time  apprbximately 
68  per  cent  of  revenue  passengers  pay  token  fare;  (Tr.  39). 
It  is  estimated  that  with  4  tokens  for  30  cents  and  10  cents 
cash  fare,  85  per  cent  would  pay  the  token  fare.  |  In  other 
words  that  a  very  considerable  number  of  passengers  who 
at  present  and  in  the  immediate  past  have  been  paying  the 
cash  fare  of  8  cents  would,  under  the  proposed  Irate,  buy 
tokens  and  ride  for  7V1>  cents  since  such  passengers  would 
realize  an  actual  decrease  in  their  fare  from  8  cents  to  7*4 
cents  (Tr.  391).  This  difference  would  represent;  9,457,613 
fares  which  would  be  reduced  in  cost  from  8  ceiits  to  7 Vis 
cents;  that  15  per  cent  of  the  total  passengers  who 
503  would  continue  to  pay  the  cash  fare  would  have  an 
increase  of  2  cents,  which  applied  to  the  number  of 
passengers  represented  by  that  15  per  cent  would  amount 
to  a  total  of  $166,787.62  (Tr.  392).  Witness  Hanna  testi¬ 
fied  that  “our  understanding  of  our  application  is  that 
should  this  fare  be  granted,  ten  cents  cash  with  four  tokens 
for  thirty  cents,  passengers  who  are  now  allowed  to  pur¬ 
chase  transfers  to  bus  lines  for  two  cents  on  the;  payment 
of  a  token  fare  will  be  allowed  the  same  privilege  in  the 
future;  that  passengers  paying  a  ten  cent  farb  will  be 
issued  a  free  transfer  to  bus  lines,”  (Tr.  p.  394).  j  Witness 
Heberle  further  testified  that  under  the  propose^  fare  the 
2  cent  charge  for  transfers  between  street  cars  and  feeder 
bus  lines  would  be  abolished  which  would  result  in|  a  loss  of 
revenue  to  the  extent  of  the  amount  now  received 'from  the 
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sale  of  these  2  cent  transfers  amounting  to  $26,182;  that 
there  would  be  an  estimated  net  increase  in  revenue  per 
year  through  this  rate  of  $408,308.19  (Tr.  397).  After  de¬ 
ducting  the  4  per  cent  gross  tax  payable  to  the  District  of 
Columbia  and  Federal  income  taxes  on  this  additional  in¬ 
come,  the  net  increase  in  operating  income  would  be  $344,- 
938.74,  which,  added  to  the  present  income  available  for 
return  on  fair  value  would  yield  $1,273,569.71  or  4.88  per 
cent  on  $26,080,144.  the  fair  value  as  of  December  31,  1928 
as  shown  on  exhibit  No.  1.  This  would  be  equivalent  to  7x/2 
per  cent  return  on  $16,980,000,  7  per  cent  on  $18,193,000  or 
6  per  cent  on  $21,226,000  (Tr.  298) ;  that  the  average  of  the 
cash  and  token  fares  under  the  present  rat-  is  7.09  cents  and 
the  average  under  the  proposed  rate,  based  on  the  estimated 
token  use  would  be  7.82  cents  or  an  increase  of  .73  of  a 
cent,  something  less  than  thre-fourths  of  a  cent,  a  little 
over  10  per  cent  increase  in  the  average  fare  (Tr.  401). 

He  further  testified  to  the  effect  of  the  change  in  rate 
upon  certain  special  classes  of  riders.  Mr.  Heberle  fur¬ 
ther  testified  (Tr.  403)  that  it  would  be  interesting  and  in¬ 
structive  if  a  statement  could  be  gotten  from  other  cities 
showing  the  effect  upon  the  number  of  riders  in  such  cities 
of  changes  in  rates  of  fare  providing  such  affects  could  be 
traced  to  changes  of  fare,  but  that  would  not  be  possible 
because  as  in  the  case  of  The  Capital  Traction  Company 
for  the  past  four  years  there  have  been  losses  in  the  num¬ 
ber  of  passengers  each  year  when  there  has  been  no  change 
in  the  rates  of  fare;  that  the  experience  of  The  Capital 
Traction  Company  in  past  years  with  respect  to  changes 
in  rates  of  fare  illustrates  the  difficulty  in  making  any  such 
estimate;  for  instance  since  the  high  peak  period  of  fares 
in  the  District  of  Columbia  the  Company  has  had  two  de¬ 
creases  in  rates  which  had  no  apparent  effect  toward  in¬ 
creasing  the  number  of  passengers. 

504  Whereupon  there  was  offered  and  admitted  in  evi¬ 
dence  Capital  Traction  Company  exhibit  No.  14  with 
respect  to  which  Mr.  Heberle  testified  that  the  exhibit 
shows  the  experiences  not  only  of  the  Capital  Traction 
Company,  but  in  other  cities  with  various  rates  of  fare  that 
the  computation-  shown  on  the  exhibit  were  made  by  him 
personally  from  the  Capital  Traction  Company’s  records 
as  to  their  experience  and  with  respect  to  other  cities  from 
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question-aires  submitted  to  the  various  companies  that  it 
shows  the  experience  of  the  various  roads  with  respect  to 
the  use  of  reduced  rates,  tickets  and  tokens  and  various 
rates  of  cash  fare;  that  among  other  things  shown  by  the 
exhibit  is  the  fact  that  since  the  present  rate  of  fare  on  the 
Capital  Traction  Company  became  effective  in  March  1922 
the  use  of  tokens  has  been  gradually  declining  each  year 
and  has  gone  from  77.3  per  cent  in  1922  to  68.5  per  cent  in 
1928;  that  based  upon  this  study  of  the  Company’s  own 
experience  and  the  experience  in  other  cities  he|  believes 
that  an  estimate  of  85  per  cent  token  use  over  a  10  pent  cash 
fare  of  four  tokens  for  30  cents  is  entirely  reasonable.  The 
spread  between  the  token  and  cash  fare  under  the  proposed 
rate  would  be  21/i>  cents,  considerably  more  than  the  present 
spread  and  also  that  the  investment  required  to  bhy  tokens 
under  the  proposed  rates  is  30  cents  as  against  4Q  cents  at 
present.  He  also  detailed  other  considerations  strengthen¬ 
ing  this  opinion.  On  cross-examination  by  Commissioner 
Hartman  and  others  Mr.  Heberle  gave  further  details  with 
respect  to  tokens  and  rate  structures  in  other  cities  (T.  R. 
416  to  424,  inclusive).  j 

Witness  Murray  testified  that,  in  making  the  statement 
that  if  the  increase  in  fare  were  granted  he  was  rather  in¬ 
clined  to  believe  that  the  ratio  would  be  nearer  15!  per  cent 
cash  and  85  per  cent  token  riders,  he  was  not  led  tb  that  by 
anything  definite  (Formal  Case  201,  Tr.  p.  359).  j 
In  answer  to  question  by  Chairman  Patrick,  Mr;  Heberle 
testified  that  in  his  opinion  the  deminishing  use  of  tokens 
from  1923  to  1928  is  accounted  for  by  two  factors.  One 
that  there  is  a  40  cent  investment  required  and,  Secondly, 
that  the  decrease  in  car  riding  has  been  largely  in  the  regu¬ 
lar  rider  who  has  more  and  more  become  addicted  fo  the  use 
of  automobiles.  Particularly  is  this  true  with  respect  to 
Government  employees. 

Whereupon  there  was  offered  and  admitted  in  evidence 
(Tr.  429)  by  the  Capital  Traction  Company  certain  ex¬ 
cerpts  from  the  record  in  ease  No.  201  including  pages  229, 
line  16  to  page  232,  line  15;  page  232,  line  20  to  page  233, 
line  3,  wherein  Mr.  Heberle,  in  answer  to  questions 
505  by  Mr.  Flehartv,  People’s  Counsel,  and  Vice  Chair¬ 
man  Brand  that  the  Company’s  fixed  charges  con¬ 
sisted  mainly  of  interest  on  the  depreciation  reserve  and 
the  funded  debt  of  the  Company ;  that  the  Company  started 
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to  build  up  its  depreciation  reserve  in  1911  and  on  July  31, 
192S  this  depreciation  reserve  amounted  to  $3,284,615.83; 
that  this  reserve,  however,  was  not  entirely  built  up  out  of 
operating  revenues1;  that  during  the  first  two  years  transfers 
were  made  from  surplus  and  thereafter  by  charges  made 
to  operating  expenses  with  credits  to  the  reserve  of  certain 
amounts  based  on  sinking  fund  principle.  After  that  time 
fiat  amounts  were  put  to  the  reserve  fund  and  the  reserves 
were  verv  considerable  added  to  by  interest  accruals  as 
well  as  charges  from  operating  expenses.  The  interest 
accruals,  for  example,  for  the  period  1911  to  1927  amounted 
to  $570,000.00,  no  part  of  which  was  charged  to  operating 
expenses,  but  represents  interest  on  the  amount  in  the  re¬ 
serve,  partly  accrued  from  securities  in  the  reserve  fund 
and  partly  paid  by  the  company  out  of  its  return  on  fare 
value.  The  gross  reserve  is  made  up  from  charges  through 
operating  expenses  and  interest  accruals  from  which  are 
deducted  the  charges  that  are  made  against  the  reserve. 
The  amounts  transferred  from  the  Company’s  surplus  to 
the  depreciation  reserve  account  was  $205,000.00  and  the 
total  securities  and  cash  in  the  depreciation  reserve  fund 
on  December  31,  1927  amounted  to  $1,188,879.79  and  the 
amount  the  Company  had  borrowed  from  the  depreciation 
reserve  for  corporate  purposes  on  which  it  paid  interest 
was  $1,830,206.24.  1  The  securities  in  this  reserve  fund  were 
inventoried  at  cost.  The  corporate  surplus  shown  on  the 
liability  side  of  the  Company’s  statement  is,  as  in  most  any 
active  Company,  represented  by  property  rather  than  cash. 
On  July  31,  1925  this  surplus  amounted  to  $1,203,465.67 
whereas  the  depreciation  reserve  is  $3,284,615.83. 

Mr.  Felhartv  asked  Mr.  Heberle  what  the  historv  of  the 
company  showed  as  to  the  average  rate  of  interest  earned 
on  sinking  fund  securities  during  the  time  the  company  had 
been  accumulating  the  depreciation  reserve.  Mr.  Heberle 
replied  that  he  could  not  answer  that  question  off-hand, 
but  that  from  his  general  information  or  recollection  the 
4%  shown  as  the  average  for  the  year  1927  would  repre¬ 
sent  the  high  point;  that  in  the  past  few  years  the  company 
had  purchased  some  securities  in  comparatively  small 
amounts  to  yield  a  rate  higher  than  3%  and  that  the  in¬ 
terest  received  from  the  latter  securities  would  bring  up 
the  general  average.  He  further  stated  that  some  securi¬ 
ties  pay  interest  higher  than  4%.  The  company  has  some 
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5%  securities.  That  part  of  the  reserve  represented  by 
cash  in  the  bank  draws  3%  interest.  (Formal  Cash  No.  201, 
p.  240,  241.)  | 

Whereupon  there  was  offered  and  admitted  in|  evidence 
(Tr.  431)  Capital  Traction  Company  exhibit  No.|15  show¬ 
ing  the  effect  of  change  in  percentage  use  in  tokens  on 
amount  of  increase  realized  from  10  cent  cash,:  7%  cent 
token  fare  based  on  number  of  passengers  carried 
506  during  year  ending  April  30,  1929  for  th£  Capital 
Traction  Company  and  Mr.  Heberle  testified  with 
respect  to  this  exhibit  that  it  is  an  arithmetical  computa¬ 
tion  of  the  effect  of  the  Company’s  revenues  by  the  increase 
requested;  that  if  the  estimate  of  85  per  cent  token  use  is 
incorrect  the  table  shows  what  the  effect  would  be  if  cer¬ 
tain  of  the  hypothetical  percentages  were  used.  In  answer 
to  a  question  by  Mr.  Flehartv,  People’s  Counsel,  Mr. 
Heberle  testified  that  even  if  the  per  cent  of  token  should 
remain  as  at  present  at  68%  per  cent  the  result ! would  be 
an  increase  in  the  amount  of  income  available  for  return 
of  $538,679.06,  or  a  total  income  available  for  return  of 
$1,467,310.03,  which  would  be  5.63  per  cent  on  the  fair  value 
as  of  January  1, 1929  (T.  R.  432).  At  T.  R.  458  Mr.  Heberle 
testified  that  a  65  per  cent  use  of  tokens  would  result  in  an 
increase  of  $579,775.74,  making  the  total  income  |available 
for  return  $1,508,406.71  or  5.78  per  cent  on  fair  value.  The 
income  tax  deduction  in  that  case  would  be  $79,059.00.  In 
the  case  of  the  70  per  cent  use  of  tokens  this  income  tax 
deduction  is  $71,051.00;  for  the  75  per  cent  use  bf  tokens 
$63,049,00 ;  for  the  80  per  cent  use  of  tokens,  $55,043.00 ;  for 
the  85  per  cent  use  of  tokens  $47,037.00 ;  for  the  90  per  cent 
use  of  tokens  $39,032.00;  for  the  95  per  cent  use  pf  tokens 
$39,226.00  and  for  the  96  per  cent  use  of  tokens,  $29,425.00. 
These  amounts  represented  12  per  cent  of  the  estimated  in¬ 
crease  in  each  case.  The  Company,  however,  dops  not  ad¬ 
mit  that  the  action  in  deducting  income  tax  in  determin¬ 
ing  the  amount  of  available  return  was  an  incorrect  deduc¬ 
tion. 

(T.  R.  432:)  Mr.  Heberle  further  explained  that  the 
words  in  the  first  line  of  the  exhibit  ‘ 4  after  deducting  in¬ 
creased  taxes”  referred  to  the  fact  that  there  must  be  de¬ 
ducted,  first,  the  increased  four  per  cent  tax  on  gross  reve¬ 
nues  that  is  paid  to  the  District  of  Columbia;  next,  a  12 
per  cent  Federal  income  tax  on  this  increase  in  rbvenue  is 
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also  deducted  in  arriving  at  the  net  amount  of  the  increase. 

Whereupon  (Tr.  434)  in  compliance  with  a  previous  re¬ 
quest  of  the  Commission  the  Capital  Traction  Company 
produced  and  there  was  offered  and  admitted  in  evidence 
exhibit  Xo.  16  bearing  a  “breakdown”  of  certain  expense 
accounts  numbered  36,  80,  83,  89,  1305  and  1331,  the  said 
exhibit  consisting  of  25  pages.  Mr.  Heberle  testified 
507  with  respect  thereto  that  it  represented  an  analysis 
of  operating  expenses,  No.  36  being  shop  equipment 
and  maintenance;  Xo.  80  advertising;  Xo.  83  salaries  and 
expenses  of  general  officers;  89  general  miscellaneous  ex¬ 
penses  relating  to  railway  operations;  Xo.  1305  being  main¬ 
tenance  of  bus  chassis  and  1331  being  advertising  in  bus 
operations.  The  analysis  was  made  from  the  general 
books  of  each  of  the  accounts  mentioned  and  show  the  date 
of  each  voucher,  name  of  the  personal  corporation  to  whom 
the  money  was  paid,  or  whether  it  was  a  pay  roll  payment. 
Explanations  are  made  in  account  No.  36  of  all  items  in  ex¬ 
cess  of  $20.00.  Account  83,  being  salaries  and  expenses  of 
general  office-s,  is  very  completely  analyzed.  The  account 
amounts  to  $65,217.29  in  total  and  the  salaries  of  general 
officers  amount  to  $64,300.04.  Of  that  amount  and  the  ex¬ 
penses  incurred  by  such  general  officers  amounts  to  $917.25 
and  it  shows  what  these  expenses  were.  He  also  testified 
in  an  explanatory  way  of  certain  items  in  account  No.  89. 
(T.  R.  436  and  437.)  He  also  explained  the  analysis  of  ac¬ 
counts  Xos.  89  and  1305.  (T.  R.  436,  437,  438.) 

Whereupon  there  was  offered  and  admitted  in  evidence 
exhibit  17  of  the  Capital  Traction  Company  with  respect 
of  which  Mr.  Heberle  testified  that  it  shows  a  comparison 
between  1928  and  1922  (the  year  in  which  the  present  rate 
of  fare  went  into  effect)  for  operating  revenues,  operating 
expenses,  rentals  and  taxes,  income  available  on  fair  value, 
revenue  passengers,  operating  expenses  per  revenue  pas¬ 
senger  and  the  average  wages  per  hour  for  trainmen.  It 
shows  that  in  1928  as  compared  with  1927,  the  operating 
revenues  decreased  $649,856.00  and  the  operating  expenses, 
rentals  and  taxes  decreased  only  $207,488.14  (T.R.  440). 
As  a  consequence  of  which  the  income  available  for  return 
on  fair  value  decreased  $442,408.26  in  that  period.  Reve¬ 
nue  passengers  were  12,269,536  less  in  1928  than  in  1922; 
operating  expenses,  rentals  and  taxes  per  revenue  passen- 
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ger  increased  from  5.1  to  5.8  cents,  or  an  increase  qf  a  little 
over  .7  cents  per  passenger.  The  average  for  traihmen  in¬ 
creased  over  .2  cents  per  hour.  In  spite  of  the  increased 
wages  operating  expenses  were  reduced  because  the  Com¬ 
pany  had  made  all  economies  possible  and  were  hot  oper¬ 
ating  as  many  car  miles  in  1928  as  in  1922;  that!  in  1922 
they  were  operating  9,551,362  car  miles  while  in  1928  they 
were  operating  8,351,039  car  miles.  ThesO  figures 
508  do  —  include  bus  miles  which  in  1928  were  lj, 341, 335. 

While  the  Company  operated  153,000  more  iniles  by 
the  combination  of  car  and  bus  in  1928  than  in  1922 1  the  unit 
cost  of  operation  for  busses  being  less  than  for  the  cars 
the  aggregate  cost  of  car  and  bus  miles  in  1928  is  less  and 
other  economies  were  made  wherever  possible. 

Whereupon  there  was  offered  and  admitted  in  evidence 
Capital  Traction  exhibit  No.  18  with  respect  to  which  Mr. 
Heberle  testified  that  it  shows  information  obtained  from 
companies  in  the  21  largest  cities  in  the  United  States,  ex¬ 
clusive  of  New  York  City;  that  it  applies  to  street  car 
operations  only;  operating  expenses  have  been  broken 
down  into  groups,  representing  way  and  structures,  equip¬ 
ment,  power,  conducting  transportation,  traffic,  and  general 
and  miscellaneous  etc.  (T.R.  444).  He  also  testified  that 
the  figure  per  car  mile  as  given  in  the  exhibit  was  prepared 
by  each  of  the  companies  from  whom  it  was  obtained  and 
does  not  represent  his  own  computation  except  in  ;the  case 
of  the  Capital  Traction  Company.  The  exhibit  also  shows 
trainmen’s  wages  per  car  mile  and  percentage  of  the  total 
car  miles  which  were  operated  by  one-man  cars  for! the  rea¬ 
son  that  these  figures  are  useful  in  studying  the  total  oper¬ 
ating  expense  per  mile  or  per  car  mile  in  each  pf  these 
cities;  operation  with  one-man  cars  being  conducted  at  a 
lower  labor  cost  and,  therefore,  a  lower  cost  per  car  mile 
than  operation  with  two-men  cars;  that  the  Capital  Trac¬ 
tion  Company  stands  eighth  out  of  a  list  of  twenty  compa¬ 
nies  in  its  economy  of  operation.  While  Indianapolis, 
Kansas  City,  Milwaukee  and  others  near  the  top  of  the  list 
have  operated  a  large  per  cent  of  their  equipment  with  one- 
man  cars  the  Capital  Traction  Company  has  no  one-man 
cars.  With  respect  to  Los  Angeles,  wrhich  is  nearer  the 
top  of  the  list  than  the  Capital  Traction  Company,  train¬ 
men’s  wages  are  10.68  per  car  mile  as  compared  with  13.76 
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for  the  Capital  Traction  Company.  Seattle  is  a  munici¬ 
pally  operated  and  owned  railway  system  and  did  not  fur¬ 
nish  any  breakdown  of  their  operating  expenses  by  groups 
as  requested  and  there  62.8  per  cent  of  their  mileage  was 
by  one-man  cars.  Minneapolis  has  a  lower  trainmen’s 
wage  as  compared  with  the  Capital  Traction  Company. 

The  Capital  Traction  Company  cost  is  29.22  per  car 
509  mile  while  in  Baltimore  it  is  30.31  cents  per  car  mile 
and  the  rate  of  fare  in  Baltimore  at  the  time  Mr. 
Heberle  was  testifying  was  10  cents  cash  with  8%  cents 
tokens:  that  in  addition  to  ail  that  the  Capital  Traction  Com- 

4 

pany  is  the  only  one  in  the  whole  list  that  operates  an  un¬ 
derground  conduit  svstem.  Mr.  Heberle  further  testified  in 
answer  to  questions  by  Commissioner  Hartman  that  the 
gMage  of  the  tracks  in  Baltimore  is  5  ft.  2  in.  as  compared 
with  4  ft.  8%  in.  in  Washington;  that  the  data  given  for 
Chicago  represents  the  surface  lines  there  and  for  Los  An¬ 
geles  the  municipal  railway. 

(T.  R.  461)  Whereupon  there  was  offered  and  admitted 
in  evidence  on  behalf  of  the  Capital  Traction  Company  ex¬ 
hibit  No.  19  in  respect  of  which  Mr.  Heberle  testified  that 
it  shows  the  rates  of  fare  in  the  twentv-two  largest  cities  in 
the  United  States,  excluding  New  York  City;  that  the  list 
went  down  to  cities  of  about  200,000  in  population  as  shown 
in  the  1920  census  report;  that  the  data  with  respect  to 
transfers  refers  tb  transfers  from  car  to  car  and  not  trans¬ 
fers  between  street  cars  and  busses,  and  not  intercompany 
transfers. 


In  answer  to  questions  by  Mr.  Flehartv,  Peoples  Counsel, 
Mr.  Heberle  further  testified  with  respect  to  why  Detroit 
with  a  cost  per  car  mile  of  33.21  could  operate  with  a  fare 
of  6  cents  cash  and  9  tokens  for  50  cents.  It  was  explained 
that  Detroit  has  a  municipally  owned  and  operated  property 
and  that  among  other  things  the  taxes  paid  by  the  Detroit 
street  railway,  as  shown  by  their  statement,  were  less  than 
twice  the  taxes  paid  by  the  Capital  Traction  Company, 
whereas  their  operating  revenues  were  more  than  five  times 
as  great  from  street  cars  alone. 

Whereupon  (Tr.  480)  there  was  offered  and  admitted  in 
evidence  on  behalf  of  the  Capital  Traction  Company,  ex¬ 
hibit  No.  20  with  respect  to  which  Mr.  Heberle  testified  that 
it  shows  the  rate  of  fare  in  effect  in  each  one  of  the  cities 
covered  by  the  other  exhibit  during  the  years  1923  to  1928, 
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inclusive.  It  shows  the  dates  the  various  fares  went 

510  into  effect  and  the  dates  of  any  changes  and  the 
nature  of  the  changes.  The  data  was  obtained  from 

the  American  Electric  Railway  Association. 

Whereupon  (Tr.  483)  there  was  offered  and  admitted  in 
evidence  on  behalf  of  the  Capital  Traction  Company,  ex¬ 
hibit  21  consisting  of  two  pages  with  respect  to  ydiich  Mr. 
Heberle  testified  that  it  is  a  comparative  balance  sheet  of 
the  Capital  Traction  Company  as  of  December! 31,  1925, 
1926,  1927,  1928  and  April  30,  1929;  that  it  was  j  taken  by 
him  personally  from  the  records  of  the  Capital  j  Traction 
Company;  that  the  item  of  materials  and  supplies  is  taken 
from  the  books  of  the  Company  and  is  adjusted  once  each 
year  from  an  actual  inventory. 

Whereupon  (Tr.  483)  it  was  stated  by  the  Chairman  of 
the  Commission  that  the  Commission  would  tako  judicial 
notice  without  the  necessity  of  any  proof  of  all  orders  and 
records  of  the  Commission  with  respect  to  the  position  of 
the  Commission  as  to  t lie  uniform  rate  of  fare  ini  the  Dis¬ 
trict  of  Columbia  as  set  forth  in  the  application  of  the 
Capital  Traction  Company. 

511  Whereupon  there  was  offered  and  admitted  in  evi¬ 
dence  on  behalf  of  The  Capital  Traction  Company  ex¬ 
hibit  No.  22,  with  respect  to  which  Mr.  Heberle;  testified 
(Tr.  518)  that  it  is  a  chart  showing  graphically  the  total 
number  of  passengers  for  12  month  periods  beginning  with 
December  1915  and  ending  with  June,  1929.  It  shows  the 
passenger  trend  of  The  Capital  Traction  Company  in  the 
District  of  Columbia ;  that  the  assent  or  drop  in!  the  line 
connecting  any  two  points  is  a  measure  of  the  increase  or 
decrease  in  the  number  of  passengers  carried  with  the 
month  that  the  point  covers.  The  pronounced  rise  in  the 
chart  beginning  in  1917  and  running  to  December,  1919, 
reaching  the  peak  at  that  time  83,000,000  revehue  pas¬ 
sengers,  was  due  in  the  first  instance  to  a  strike  occurring 
on  the  lines  of  the  Washington  Railway  &  Electric  Company 
and  a  diversion  of  traffic  to  The  Capital  Tractibn  Com¬ 
pany  and  then  the  conditions  incident  to  the  World  War. 
After  the  peak  was  reached  in  December  1919  the  trend 
was  downward,  first  at  a  comparatively  low  rate  and  then 
at  a  more  rapid  rate.  This  deceleration  continues  down  to 
the  present  time.  The  chart  shows  the  ticket  or  token  rate 
of  fare  and  the  changes  in  that  rate  during  the  same  period. 
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It  is  platted  to  t lie  same  months  so  its  position  is  correct 
with  respect  to  the  passenger  growth  and  the  rising  or 
falling  in  the  line  is  proportional  to  each  increase  or  de¬ 
crease  in  the  token  rate.  The  iy>  cent  rate  for  tokens  that 
was  in  effect  in  1920  and  1921  is  exactly  the  same  rate  for 
tokens  that  is  being  asked  in  this  application  now.  At  the 
time  the  7l/>  cent  token  rate  was  in  effect  in  1920  the  cash 
rate  was  8  cents.  (Tr.  524.)  There  was  a  decrease  from 
7Y>  cents  to  7  cents  in  the  latter  part  of  1921,  extending 
into  the  early  part  of  1922  and  then  a  further  decrease  in 
March  1922  to  6%  cents,  the  present  rate  of  fare.  At  the 
time  the  rate  was  changed  from  4Ve  cents  to  5  cents  there 
was  no  apparent  falling  off  in  the  increase  of  traffic  and 
there  is  no  effect  whatever  upon  the  curve.  'When  the  rate 
was  changed  to  6*4  cents  there  is  an  apparent  stop  in  the 
top  of  the  curve  but  it  is  apparently  not  due  to  the  increase 
since  the  same  rate  was  in  effect  on  the  lines  of  both  Com¬ 


panies  and  the  Washington  Railway  &  Electric  Company’s 
growth  shows  that  their  peak  was  reached  in  1920 
512  after  this  increase  had  been  in  effect  so  that  the  drop 
bet  ween  October  and  November  1919  could  have  had 


no  relation  to  the  6*4  cent  fare.  (Tr.  524.)  Starting  with 
May  1920  we  have  the  7 y*  cent  fare  and  we  had  a  greater 
acceleration  rate,  which  is  perfectly  app-rent  on  the  chart, 
although  it  continues  for  six  months  at  a  certain  rate,  and 
then  at  a  decelerated  rate  for  an  additional  six  month-  and 


then  flattens  for  practically  4  months  during  the  time  the 
iy>  cent  fare  was  in  effect.  (Tr.  525.)  There  were  several 
different  conditions  that  affected  the  number  of  passengers 
carried.  One  of  them  was  the  Government  activities  which 


were  considerably  curtailed  during  this  period  and  the  rate 
of  deceleration  is  attributable  to  these  lessened  activities, 
rather  than  to  the  increase  in  fare  because  we  find  a  prac¬ 
tically  fiat  line  occurring  between  the  latter  half  of  1921 
and  the  first  part  of  1922  when  the  7%  cent  fare  was  in 
effect  and  it  is  unaffected  by  the  reduction  of  the  rate  to  7 
cents.  A  further  reduction  to  6%  cents  in  March  1922  pro¬ 
duced  no  increase  in  traffic  because  the  line  continues  there 


for  several  months.  (Tr.  526.) 

Mr.  Hanna  also  testified  (Tr.  529  to  534)  to  the  same  gen¬ 
eral  effect  in  interpreting  the  chart ;  and  also  that  another 
factor  in  the  reduction  of  the  number  of  passengers  in  the 
latter  years  has  been  the  increase  in  the  number  of  private 
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automobile ;  that  the  number  of  automobiles  has  multiplied 
several  times  during  the  period  indicated.  He  also  dis¬ 
cusses  (Tr.  544)  the  effect,  if  any,  of  the  increases  and  de¬ 
creases  in  the  rates  of  fare  during  the  period. 

In  answer  to  questions  by  Commissioner  Hartman  Mr. 
Heberle  also  indicated  on  the  chart  the  points  at  which  the 
Washington  Rapid  Transit  Company,  the  Chevy  Chase 
Coach  Line  and  the  Cleveland  Park  Coach  line  begjan  busi¬ 
ness.  He  further  testified  (Tr.  545)  that  comparing  1926 
with  1925  on  the  Chevy  Chase  line  there  was  an  increase 
in  passengers  carried  on  the  street  cars  in  Maryland  of 
3.9  per  cent  while  there  was  a  decrease  for  the  entire  sys¬ 
tem  of  1.9  per  cent  and  in  1927  as  compared  with  1926  there 
was  an  increase  of  passengers  on  the  CZevy  Chase';  Line  in 
Maryland  of  2.3  per  cent  while  there  was  a  decrease  of  4.9 
per  cent  in  the  entire  system  and  a  similar  situation 
513  existed  in  the  following  year  1928  as  compared  with 
1927,  an  increase  of  4.28  per  cent  on  the  Chevy  Chase 
line  and  a  decrease  of  4.26  per  cent  on  the  system.  In  1925 
passengers  on  the  25  cent  parlor  car  line  were  one-tenth  of 
one  per  cent  of  the  total  number  of  passengers  carried 
while  in  1926  they  were  one-half  of  one  per  cent ;  that  Ex¬ 
hibit  No.  22  refers  to  revenue  passengers  on  street  ears  and 
buses  within  the  District  of  Columbia  and  includes  the  25 
cent  passengers  on  the  Chevy  Chase  Coach  Line  but  does 
not  include  any  pay  transfer  passengers. 

In  answer  to  a  question  by  Commissioner  Hartman  Mr. 
Heberle  testified  (Tr.  554)  that  during  the  period  indi¬ 
cated  by  the  chart  the  Potomac  Park  Loop  extension  tracks 
on  18th  and  19th  Streets  and  Virginia  Avenue,  N.  W.  serv¬ 
ing  the  government  buildings  in  that  vicinity  were  put  into 
service,  that  is  June  1,  1918.  j 

Mr.  Hanna  testified  (Tr.  555)  that  while  it  is  true  that 
some  of  the  data  in  the  history  of  The  Capital  Traction 
Company  indicate  reductions  in  the  number  of  passengers 
carried  about  concurrently  with  increases  in  the  rates  of 
fare  and  which  to  some  extent  are  chargeable  to  such  in¬ 
crease  in  fare,  there  is  no  indication  that  any  increase  in 
rates  of  fare,  either  in  Washington  or  in  any  other  city, 
have  not  been  accompanied  by  increases  in  revenue;  that 
The  Capital  Traction  Company  is  asking  for  increased 
revenue;  that  the  only  purpose  in  coming  before  the  Com¬ 
mission  was  to  get  an  increase  in  revenue  and  tha)t  he  is 
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confident  that  the  increased  rate  of  fare  for  which  applica¬ 
tion  is  made  will  increase  the  Company’s  revenue;  that  esti¬ 
mates  have  been  made  and  testified  to  as  to  what  extent  to 

which  revenues  will  be  increased  bv  the  increased  fare 

«/ 

which  estimates  are  base-  upon  certain  assumptions.  One 
the  percentage  of  token  use  and  the  other  the  assumption 
that  the  same  number  of  passengers  will  be  carried  under 
the  new  rate,  but  he  did  not  want  to  be  understood  as  be¬ 
lieving  that  it  is  sure  that  the  increase  in  fare  will  not  af¬ 
fect  the  number  of  passengers.  It  probably  will  affect  them 
for  the  time  being  but  not  seriously.  This  opinion  is  based 
on  the  Company’s  experience  and  that  of  companies  in 
other  cities;  that  however  whether  it  does  or  not  it  will 
undoubtedly  increase  the  revenue;  that  as  the  Corn- 
514  pany  is  not  earning  a  reasonable  return  on  the  value 
of  its  property  it  is  entitled  to  relief  in  the  form  of 
increased  fares  in  order  to  get  increased  revenues. 

Whereupon  there  was  offered  and  admitted  in  evidence 
Exhibits  Nos.  23,  24,  and  25,  with  respect  to  which  Mr. 
Heberle  testified  as  follows  (Tr.  558) :  that  these  three  ex¬ 
hibits  show  revenue  passengers  and  a  comparison  of  the 
changes  therein  of  the  United  Railways  &  Electric  Com¬ 
pany  of  Baltimore  and  The  Capital  Traction  Company  from 
1923  down  through  June  1929.  No.  23  is  a  tabulation  and 
No.  24  is  a  chart  taking  1923  index  as  100  and  No.  25  is  a 
tabulation  of  revenue  passengers  and  fare  data  from  1915 
to  1928  as  to  both  Baltimore  and  Washington.  At  tran¬ 
script  560,  561  and  562  Mr.  Heberle  explains  the  basis  upon 
which  the  chart  is  constructed.  The  information  on  the 
chart  with  respect  to  the  Baltimore  Company  was  obtained 
from  the  officials  of  that  Company  and  compiled  from  their 
records ;  that  the  exhibits  show  that  during  the  recent  years 
and  under  the  present  rate  of  fare  in  Baltimore  the  United 
Railways  &  Electric  Comapnv  has  had  increases  in  revenue ; 
that  in  1927  there  was  a  decrease  in  revenue  of  $525,409 
under  the  8  cent  cash,  IV2  cent  token  rate  which  has  pre¬ 
vailed  for  something  over  three  years ;  that  when  the  fare 
was  increased  in  February  1928  to  9  cents  cash  and  8% 
cent  tokens  and  subsequently  in  December  1928  to  10  cents 
cash  and  8%  cent  tokens  they  had  an  increase  in  revenue 
of  $98,574;  that  during  the  (Tr.  563)  six  months  of  1929 
from  January  to  June  when  the  fare  was  10  cents  cash  and 
8%  cents  tokens  they  had  an  increase  of  $168,719  in  pas- 
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.  senger  revenue  compared  with  the  same  period  in  itlie  previ¬ 
ous  year.  Since  1922  when  the  present  rate  of  fare  went 
into  effect  on  The  Capital  Traction  Company  syjstem  that 
Company  has  had  decreases  in  passenger  revenues  each 
year  as  compared  with  the  previous  year,  whereat  in  Balti¬ 
more  with  three  increases  in  the  rate  of  fare  during  that 
period  ther-  have  been  increases  in  passenger  revenue  for 
each  period  except  one,  the  year  1927,  as  compared  with  the 
previous  year.  In  1927  there  was  a  decrease  in  passenger 
revenue  but  there  was  no  change  in  the  rate  of  fare  in  these 
two  years  1927  as  compared  to  1926.  The  revenue  pas¬ 
senger  index  includes  all  passengers,  street  car  land  bus 
in  the  District  of  Columbia;  that  the  Baltimore 
515  revenue  passenger  index  line  does  not.  include  bus 
passengers;  that  to  get  the  two  index  lines  for  reve¬ 
nue  passengers  on  a  strictly  comparable  basis  ypu  would 
have  to  take  the  bus  passengers  out  of  Washington  or  add 
bus  passengers  to  Baltimore  but  the  idea  of  thejchart  is 
simply  to  show  the  average  trends  in  both  cases  (Tr.  567) ; 
that  as  a  matter  of  fact  there  have  been  increase;s  in  bus 
passengers  in  Baltimore  in  each  year  under  review;  that 
chart  exhibit  No.  24  indicated  that  The  Capital  Traction 
Company  has  lost  a  greater  percentage  of  passengers  since 
1923  than  the  United  Railway  &  Electric  Company  of  Balti¬ 
more,  although  during  this  entire  period  the  fare  has  re¬ 
mained  stationary  on  the  lines  of  The  Capital  Traction 
Company  in  the  District  of  Columbia  while  in  Baltimore 
there  have  been  several  increases.  The  number  of  revenue 

i 

passengers  carried  in  1923  on  buses  by  the  United  Railway 
&  Electric  Companv  of  Baltimore  is  3,008,479;  in  1924, 
3,650,662;  in  1925,  5,881,499;  in  1926,  7,067,662;  in  1927, 
7,819,778  and  in  1928,  8,562,396,  or  an  increase  in  bus  pas¬ 
sengers  between  1923  and  1928  of  5,500,000  out  ofja  total 
number  of  passengers  of  over  209,000,000  in  1928;  that 
there  was  a  change  in  zoning  in  Baltimore  which  affected 
3,500,000  passengers  in  1924  and  a  total  of  10,000,000  per 
year  during  the  period  (Tr.  572). 

Whereupon  there  was  offered  and  admitted  in  evidence 
Exhibit  No.  26  with  respect  to  which  Mr.  Heberle  testified 
(Tr.  572)  that  it  was  prepared  at  the  request  of  Mr.  Fle- 
harty,  Peoples  Counsel,  from  answers  to  question-airfes  sub¬ 
mitted  by  the  Company  to  other  companies  in  various  cities 
named  and  showing  the  amount  of  depreciation  with  re- 
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spect  to  these  cities,  the  amount  of  depreciation  in  operat¬ 
ing  expenses,  the  number  of  car  miles  operated,  the  number 
of  bus  miles  operated,  and  number  of  miles  of  single  track. 
It  also  shows  total  operating  revenues,  operating  expenses, 
taxes  and  the  ratio  of  depreciation.  By  depreciation  is 
meant  the  amount  accrued  and  the  statement  covers  for  the 
years  1928  the  ratio  of  depreciation  to  operating  revenue 
and  to  operating  expenses  for  each  of  the  Companies;  that 
with  respect  to  Chicago,  the  amount  includes  both 
516  renewals  and  depreciation  and  includes  also  buses; 

that  neither  Chicago  nor  Boston  were  able  to  make  a 
separation  in  revenues  and  expenses  between  bus  and  rail 
operations.  In  Chicago  bus  operation  is  practically  negli¬ 
gible;  that  Cleveland  which  gave  the  amount  of  deprecia¬ 
tion  as  $178,868,  has  a  form  of  service  at  cost  contract 
which  could  not  be  compared  with  the  other  cities  (Tr. 
574). 

Mr.  Hanna  testified  in  answer  to  questions  by  Commis¬ 
sioner  Hartman  that  in  Chicago  a  certain  percentage  of 
the  net  revenue  is  turned  over  to  the  City  under  their  op¬ 
erating  contract  and  in  Cleveland  it  is  service  at  cost  which 
is  simply  a  flexible  means  of  changing  the  rate  of  fare  to 
conform  to  the  revenues  of  the  Company  (Tr.  576).  That 
in  Cleveland  the  earning-  all  go  into  a  revolving  fund,  and 
when  that  gets  above  a  certain  point  the  fares  are  auto¬ 
matically  reduced  and  when  it  gers  below  a  certain  point 
the  fares  are  automatically  raised;  that  Chicago  and 
Detroit  are  the  only  cities  that  he  knows  where  there  is  a 
profit  sharing  plan  of  operations,  and  Detroit  has  a  munic¬ 
ipally  owned  road ;  that  Boston  shares  the  deficit ;  that  Cin¬ 
cinnati  has  some  Sort  of  service  at  cost  plan  and  there  may 
be  others  (Tr.  577). 

Mr.  Heberle  further  testified  that  the  data  with  respect 
to  Minneapolis  on  a  previous  exhibit  referred  to  the  entire 
system  of  Minneapolis  and  St.  Paul  and  suburban  lines,  the 
suburban  lines  being  a  very  small  part  of  the  system.  That 
in  Pittsburgh  there  is  one  double  track  tunnel  3500  feet 
long,  22/100  of  one  per  cent  of  the  total  mileage.  In  Chi¬ 
cago  there  are  3.6  miles  of  tunnels  out  of  a  total  of  1,082 
miles  of  track. 

i 

Whereupon  there  was  offered  and  admitted  in  evidence 
(Tr.  583)  Exhibit  No.  27,  with  respect  to  which  Mr.  Heb- 
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erle  testified  that  following  Chairman  Patrick’s  request  he 
had  sent  telegrams  to  the  cities  covered  by  the  question-ane 
asking  them  for  passenger  information  that  would  permit 
him  to  construct  the  chart,  Exhibit  No.  27.  The  chart 
represents  such  of  the  cities  as  have  responded,  put- 
517  ting  in  also  Washington;  that  it  represents  ‘index  of 
changes  in  token  fare  rates  and  revenue  passengers, 
1923  being  100.  He  explained  the  chart  in  detail  (Tr.  580, 
581).  The  figures  on  this  chart  represent  railway!  and  bus 
passengers;  that  the  San  Francisco  information^  here  is 
the  Municipal  Railway. 

Thereupon  John  H.  Hanna,  having  been  previously 
sworn  further  testified  as  follows:  (Tr.  584)  That;  with  re¬ 
spect  to  Exhibit  No.  1  (The  value  of  the  Company’s  prop¬ 
erty,  the  rate  base)  he  wished  to  explain  the  trend  of  prices 
of  materials  and  labor  since  1925  and  its  effect  on  the  Com¬ 
pany’s  valuation;  that  the  additions  and  betterinents  be¬ 
tween  1919,  the  date  of  the  Commission’s  valuation  of  the 
property,  and  December  31,  1924,  the  date  as  of  which  the 
property  was  valued  by  the  Court  of  Appeals,  were  put  in 
at  cost  adjusted  to  values  as  of  December  31,  1924, j  variable 
factors  being  used,  depending  upon  the  year  in  \fhich  the 
actual  additions  and  betterments  were  made,  so; that  the 
value  as  found  by  the  Court  of  Appeals  represents  the 
value  of  the  property  as  of  December  31, 1924  at  prices  cur¬ 
rent  at  that  time,  with  the  exception  that  land  and  some 
other  elements  which  had  been  admitted  bv  the  Commis- 

-  i 

sion,  which  are  shown  in  detail,  were  carried  in  at  the 
prices  included  by  the  Commission  in  their  valuation.  That 
at  page  161  of  the  record  in  the  Court  of  Appeals ‘(Exhibit 
No.  2)  we  find  the  adjustment  that  was  made  in  the  differ¬ 
ent  general  classifications  of  property  which  we?e  added 
during  the  period  stated,  and  it  will  be  seen  that  in  some 
instances  there  was  an  increase  and  in  one  or  two  instances 
a  decrease  of  the  value,  and  that  land  was  not ; changed, 
miscellaneous  equipment  was  not  changed,  buildings  and 
structures  were  slightly  changed.  That  the  valuation  as 
found  by  the  Court’s  decision  was  practically  on  the  basis 
of  cost  of  reproduction  new,  at  the  prices  of  1924  with  re¬ 
spect  to  major  elements  of  property.  That  since  January 
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1,  1925  there  have  been  no  material  changes  in  price  levels 
of  commodities  and  labor  (Tr.  589). 

Thereupon  there  was  offered  and  admitted  in  evidence 
on  behalf  of  The  Capital  Traction  Company  Exhibit  No. 

28,  with  respect  to  which  Mr.  Hanna  testified  as  fol- 
518  lows  (Tr.  589) :  that  it  is  a  tabulation  of  the  index 
figures  showing  construction  costs  from  January  1, 
1925  to  December  31,  1928  on  two  bases.  The  first  of  these 
is  compiled  by  the  American  Electric  Railway  Association 
and  the  second  compiled  by  the  Engineering  News  Record ; 
that  in  determining  fluctuations  in  the  value  of  a  complex 
property  such  as  an  electric  railway  it  is  very  difficult,  if 
not  impossible,  to  obtain  precise  data;  that  the  Engineer¬ 
ing  News  Record  index  is  one  that  is  used  largely  and  is 
well  known  and  covers  construction  of  various  kinds.  It 
does  not  apply  to  electric  railways  in  particular.  It  covers 
such  work  as  buildings,  dams,  bridges  and  general  en¬ 
gineering  structures;  that  the  only  index  that  purports  to 
cover  the  conditions  here  is  the  American  Electric  Rail- 
wavs  Association  construction  cost  index  which  is  com- 
pZied  in  the  office  of  the  American  Electric  Railways  As¬ 
sociation.  Its  basis  was  determined  by  the  Association 
Committee  on  the  valuation  for  the  year  1925.  The  com¬ 
mittee  reported  its  basis  as  follows  (Tr.  591) : 

“  There  are  currently  available  various  well  known  and 
authoritative  indices  of  material  and  labor  costs.  Since 
the  components  of  electric  railway  construction  costs  are 
material  and  labor  it  was  believed  that  a  rational  and  fairly 
acerbate  index  of  railway  construction  costs  could  be  ob¬ 
tained  by  assembling  and  combining,  with  proper  weight¬ 
ing,  certain  of  the  currently  published  material  and  cost 
indices.  The  indices  shown  in  the  accompan-ing  tabulation 
weighted  as  indicated,  resulted  in  a  close  approximation 
of  what  is  known  to  have  been  the  variation  in  electric  rail¬ 
way  construction  costs,  except  land,  during  the  period  from 
1913  to  1924. 

Assignment  of  Weighting. 

Common  labor,  as  reported  by  Engineering  News  Rec¬ 
ord,  30  per  cent. 

General  construction  cost,  index  of  the  Engineering 
News  Record,  25  per  cent. 
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Steel  rail,  open  hearth,  at  current  quotations,  |15  per 
cent. 

Copper,  electrolytic,  current  quotation  at  5  per  c^nt. 

All  commodities,  wholesale  price  index  of  the  lUnited 
States  Bureau  of  Labor  Statistics,  25  per  cent.” 

•  i 

Making  a  total  of  100.  I 

That  this  assignment  of  weighting  is  an  arbitrary  one 
which  the  Committee  after  considerable  research  deter¬ 
mined  upon.  It  gives  about  equal  weight  to  labor 
519  and  to  the  Engineering  News  Record  cost  and  to  the 
commodities  index  of  the  United  States  Bureau  of 
Labor  Statistics,  which  is  very  commonly  known,  and  it  is 
on  that  basis  that  these  indices  are  developed;  that  they 
represent  more  closely  than  anything  else  the 1  proper 
method  of  bringing  up  to  date  from  time  to  time  the  cost  of 
electric  railwav  construction. 

Whereupon  there  w^as  also  introduced  and  admitted  in 
evidence  Exhibit  No.  29  (Tr.  596),  being  a  chart  on  which 
the  tabulation  shown  on  Exhibit  No.  28  has  been  applied, 
with  respect  to  which  Mr.  Hanna  testified  that  in  his  com¬ 
putations  he  used  the  Association  index  figure  rather  than 
the  Engineering  News  because  it  gives  due  weighting  to 
the  Engineering  News  index  and  incorporates  with,  it  other 
items  and  is  more  nearly  in  conformity  with  the  , require¬ 
ments  of  the  present  needs  as  to  street  railways,  I  On  Ex¬ 
hibit  No.  28  the  average  index  figure  for  each  of  the  four 
years  has  been  used.  For  1925  it  was  202.4;  for  1926  it 
was  202.6;  for  1927  it  was  201.1;  and  for  1928  it  was  203.1. 
On  the  Chart  these  averages  have  been  translated  into  per¬ 
centages  applicable  to  the  index  figure  affective  January 
1,  1925.  During  1925  the  average  index  figure  was  98% 
per  cent,  of  the  index  figure  which  vras  in  effect  at  the  be¬ 
ginning  of  the  year;  during  1926  it  was  98.7  per  cent;  in 
1927.  it  was  98  per  cent  and  in  1928  it  was  99  pej*  cent  of 
the  index  figure  effective  January  1,  1925  (Tr.  597).  Using 
these  indices  as  a  base  it  would  be  proper  to  make  cor¬ 
rections  in  the  value  as  found  by  the  Court  as  of  I  January 
1,  1925,  $25,756,880.  In  ma-ing  corrections  theiie  should 
be  deducted  from  that  value  certain  items  which  were  in¬ 
cluded  at  cost,  or  that  do  not  come  under  this  general  classi¬ 
fication.  These  items  are  land,  the  Grace  Street  buildings 
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and  improvements,  preorganization  expense,  preliminary 
operating  expense  and  the  item  called  rights  of  way  expen¬ 
ditures,  development  costs  allowed  by  the  Commission  and 
not  questioned  by  the  plaintiff,  materials  and  supplies  and 
working  capital.  The  sum  of  these  various  items,  $2,- 
341,135  deducted  from  $25,756,880  leaves  $23,415,745. 
520  Exhibit  No.  28  shows  that  at  the  end  of  the  vear  1928 
the  index  number  of  the  American  Electric  Railway 
Association  was  205.1 ;  that  is  at  the  end  of  the  year,  not  the 
aver gae.  At  the  beginning  of  1925  it  was  205.3.  In  other 
words  it  has  fallen  off  one-tenth  of  one  per  cent  and  a  cor¬ 
rection  of  one-teneth  of  1  per  cent  in  $23,416,000  would  be 
made  which  would  amount  to  $23,416.  During  the  year 
1925  the  gross  additions  to  capital  were  $355,021.  To  that 
should  be  applied  the  factor  of  1.4,  which  is  the  difference 
between  98.6  and  100  per  cent.  That  is  1.4  per  cent  of  the 
additions  made  during  the  year  1925.  Applying  that  to 
$355,021  gives  $4,970.  That  he  applied  this  factor  to  gross 
additions  for  the  purpose  of  showing  that  it  is  very  small 
anyway  (Tr.  599).  For  the  year  1926  the  gross  additions 
$226, 915.  The  average  index  for  that  year  205.3  was  98.7 
per  cent,  indicating  a  reduction  of  1.3  per  cent,  applying 
which  to  the  gross  additions  $226,915  gives  $2,950.  For 
the  year  1927  the  gross  additions  $365,027  and  the  correc¬ 
tion  should  be  2  per  cent  according  to  the  tables  which 
would  be  a  reduction  of  $7,300.  For  the  year  1928  the 
gross  additions  are  $180,686  and  the  percentage  applied 
is  1  per  cent  less  than  for  the  index  for  January  1,  1925, 
which  would  give  $1,807,  making  a  total  of  $40,433,  which 
is,  roughly  speaking,  about  .15  of  1  per  cent  of  $26,080,000 
and  that  correction  would  be  verv  difficult  to  find  in  the 
rate  of  return  on  fair  value.  In  other  words,  it  is  practi¬ 
cally  a  negligible  quantity.  It  would  be  in  the  decimal 
point  beyond  that  to  which  the  figures  are  carried  in  the 
computation.  That  in  arriving  at  the  value  as  of  Decem¬ 
ber  31, 1928,  he  not  only  based  it  upon  the  value  established 
by  the  Court  as  of  January  1,  1925  but  followed  the  prin¬ 
ciples  laid  down  by  the  Court  in  bringing  that  value  up  to 
date  (Tr.  603) ;  that  the  Court  in  determining  the  value  as 
of  January  1, 1925  used  the  1919  inventory  and  an  adjusted 
value  and  brought  it  up  to  date  by  adding  additions  and 
deducting  retirements,  both  adjusted  to  figures  as  of  1925. 
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That  he  has  adjusted  the  1928  value  of  j$26,080,000 

521  to  conform  to  prices  current  as  of  December  31, 1928 
which  resulted  in  a  deduction  of  some  $40,000. 

Whereupon  there  vras  offered  and  admitted  in  evidence 
exhibit  No.  30  (Tr.  604)  being  a  statement  showing  the  price 
variations  by  index  numbers  as  of  December  3lst  of  each 
year  on  a  number  of  different  items  of  material,  with  respect 
to  which  Mr.  Hanna  testified;  that  these  record^  are  made 
by  the  Purchasing  Department  of  the  Company!  and  refer 
to  various  materials  purchased  in  more  or  less  large  quan¬ 
tities  by  the  Company  in  connection  with  the  maintenance 
and  upkeep  of  its  road;  that  they  have  only  an  indirect 
bearing  on  the  value  of  the  property,  because,  while  all  of 
the  materials  listed  form  a  part  of  the  entire  property  a 
great  many  large  items  (not  having  been  purchased  for 
maintenance  or  upkeep)  are  not  included  at  all.  In  this 
exhibit  100  represents  1914  prices  and  it  shows! the  index 
number  for  the  years  1914  to  1928  inclusive  (Tr.  605).  This 
exhibit  is  simply  supplemental  to  the  one  previously  intro¬ 
duced  and  has  not  been  used  in  the  computations  of  value 
because  it  was  not  complete.  It  is  put  in  the  record  merely 
to  show  the  trend  of  the  last  five  years  of  certain  materials 
which  enter  into  the  property  of  the  Company.  Comparing 
1928  with  1925  we  find  that  in  a  great  majority  of 'instances 
the  index  figure  has  changed  little,  if  any.  Brake  shoes  are 
down;  steel  bars  are  down;  armatures  are  up;  copper  car 
wire  is  down  but  copper  trolley  wire  is  up ;  babbitt  metal  is 
down ;  tin,  lead  and  other  non-ferous  materials  are  yery  vari¬ 
able  always.  Other  index  curves  show  wide  variations  from 
year  to  year.  They  may  be  down  or  may  be  up  six  months 
from  now.  Plows,  which  is  a  composite  figure,  as!  they  are 
made  in  the  Company’s  shops,  are  up  slightly.  Lumber 
generally  is  down.  Of  the  two  items  of  cable,  one  is  up  and 
one  is  dowm ;  tires  are  down.  Such  items  form  a  substantial 
part  of  the  property.  Wheel  rail  is  slightly  below  1925  and 
the  actual  base  rate  for  wheel  rail  has  been  the  same  for  a 
longer  period  than  that ;  the  difference  in  prices  beihg  repre¬ 
sented  by  differences  in  the  freight  rate.  Slot  rail  is  slightly 
higher  than  in  1925;  conductor  rails  is  the  same; 

522  yokes  are  considerably  higher ;  cast  iron  frames  and 
covers  are  higher.  The  only  items  in  the  list!  showing 

any  material  reduction  are  cement,  sand  and  gravel  which 
are  lower  in  each  case  (Tr.  609).  The  index  on  car  wheels 
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as  well  a-  gears  and  armature  would  not  necessarily  repre¬ 
sent  anything  like  the  index  on  the  price  of  cars  because 
they  constitute  a  small  part  of  the  car.  The  rail  prices, 
however,  do  represent  insofar  as  they  make  a  part  of  the 
value  of  the  property,  the  true  value,  because  they  are  pur¬ 
chased  in  the  same  way  in  which  they  would  be  purchased  if 
the  property  were  being  constructed.  There  have  been  no 
changes  in  price  paid  by  the  Company  for  labor  in  the  years 
1925  to  1929.  There  has  certainly  been  no  decline  in  wages 
during  that  period  (Tr.  610).  If  there  have  been  any 
changes  they  have  been  upward.  Exhibit  No.  30  was  not 
even  prepared  particularly  for  this  purpose.  It  is  taken 
bodily  out  of  the  annual  report  for  the  year  1928  of  the  Pur¬ 
chasing  Agent. 

In  answer  to  questions  by  Commissioner  Hartman  Mr. 
Hanna  testified  (Tr.  614)  that  the  indices  used  in  the  Court 
valuation  as  shown  in  Bailey  Exhibit  No.  7  in  that  record, 
are  for  track  work,  192:  conduits  and  cables,  175;  buildings 
and  structures,  191 ;  power  plant  and  substation,  189 ;  shop 
equipment  and  miscellaneous,  168 ;  rolling  stock,  102.  That 
the  weighted  average  of  the  Bailey  index  corresponding  to 
the  index  used  by  the  witness  in  his  present  computations  is 
somewhat  less  than  the  one  used  by  the  witness  Hanna,  the 
Bailey  average  being  about  191,  not  including  overhead  and 
w’ould  be  somewhat  less  if  it  included  overhead.  That  he, 
Hanna,  in  making  his  computations  to  get  the  present  ad¬ 
justed  value  only  used  the  change  in  the  Electric  Railway 
Association  index  between  January  1,  1925,  and  December 
31,  1928,  in  order  to  show  how  slight  these  changes  had 
been;  that  he  did  not  apply  the  Electric  Railway  Associa¬ 
tion  index  itself  in  getting  the  figures;  that  the  change  in 
the  index  used  by  the  Court  would  not  only  be  the  same  as 
the  change  in  the  index  of  the  Electric  Railway  Association 
but  the  figures  given  by  the  witness  come  as  near  to  that  as 
anything  he  knows  of  other  than  a  detailed  investigation 
made  as  of  today,  and  the  fact  that  only  1  per  cent 
523  change  is  shown  in  the  Electric  Railway  indices  and 
the  further  fact  that  it  makes  a  very  small  difference 
in  the  value;  that  any  variation  between  the  change  which 
Mr.  Bailey  might  ifind  if  he  made  his  investigation  as  of 
today  exactly  as  he  made  it  five  years  ago  and  the  estimate 
made  by  witness  upon  the  basis  of  the  Electric  Railway 
Association  figures  could  not  be  more  than  a  very  small  per- 
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centage  of  $40,000  which  witness  calculated  as  the  falling  off 
due  to  the  application  of  the  Electric  Railway  Association 
index  for  that  period ;  that  he  did  not  claim  that  thb  Electric 
Railway  Association  accurately  measured  the  situation  but 
that  the  changes  in  that  index  would  be  as  accurate  an  indi¬ 
cation  of  the  changes  in  the  actual  value  of  the  property  in 
the  last  four  years  as  any  other  means  that  could  be  found; 
that  he  does  not  know  of  any  other  comparable  indices. 
There  are  many  commodity  indices  but  none  that  purport  to 
cover  electric  railway  plants  (Tr.  618) ;  that  he  has; a  number 
of  indices,  those  for  electric  street  railway  fares,  street  rail¬ 
way  materials,  wages;  that  is  the  two  that  he  referred  to, 
and  also  wholesale  commodity  indices  of  the  Bureau  of 
Labor  Statistics,  Bradstreet’s,  Bureau  of  Labor; on  Food, 
and  the  cost  of  living  but  none  of  these  latter  have  any  direct 
bearing  upon  this  question.  The  commodities  indices  do 
have  a  bearing  upon  it,  but  they  do  not  represent  the  actual 
conditions  at  all.  That  indices  used  for  steam  railroads 
would  not  apply  as  accurately  to  the  conditions  hpre  as  the 
Electric  Railway  Association  index;  that  the  all-commodity 
index  (Tr.  626)  includes  structural  cost  on  building  material 
and  then  again  the  metal  products  group  and  hlso  other 
commodities.  It  also  includes  a  great  deal  of  material  which 
has  no  bearing  in  this  case,  agricultural  products*  etc.,  and 
they  are  given  a  very  large  weight  for  obvious  reasons  and 
agricultural  products  in  general  have  declined  ifiore  from 


.1925  to  1929  than  other  commodities  (Tr.  627). 


In  the  re¬ 


construction  of  the  old  cable  line  which  took  a  number  of 


years  to  complete,  and  is  just  about  completed  now, I  the  Engi¬ 
neering  Department  of  the  Company  made  a  gteat  many 
improvements.  They  developed  labor  saving  tools  particu¬ 
larly  fitted  to  the  work  and  organized  the  work  in  spch  shape 
that  the  improvement  was  very  marked.  This  re- 
524  suited  in  improved  efficiency  in  the  method  of  rebuild¬ 
ing  track,  due  to  labor  savings  devices,  so  that  it  is 
now  possible  to  renew  more  feet  of  track  per  hour  with  the 
same  labor  than  in  previous  years. 

In  answer  to  questions  on  cross  examination  by  Mr.  Fle- 
hartv,  Peoples  Counsel,  Mr.  Hanna  testified  (Tr.629)  that 
in  the  renewal  of  track  the  excavation  is  done  during  the 
day  time  while  the  cars  are  running  over  the  tracks,  and 
great  improvements  have  been  made  by  the  usfe  of  com¬ 
pressed  air  tools  and  better  tools  which  were  not  available 
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in  the  early  days.  !  The  actual  replacement  of  the  track, 
the  yokes,  wheel  rails,  conductor  rails,  slot  rails  and  insu¬ 
lators  is  all  done  at  night  between  the  hours  of  12:30  and 
5,  and  the  line  is  put  in  shape  sufficiently  for  cars  to  operate 
over  it,  and  the  rest  of  the  work  is  done  under  actual  traffic 
conditions,  with  the  exception  of  the  joints  which  are  later 
poured  at  night.  The  passage  of  cars  necessarily  inter¬ 
rupts  the  workmen  and  a  great  deal  of  time  is  lost,  but  with 
the  conduit  system  that  is  the  only  practical  way  of  doing 
this  work.  The  usual  practice  in  other  cities  where  the 
overhead  trolley  system  is  used  is  to  lay  the  temporary 
track  alongside  the  job  and  rebuild  the  track  without  in¬ 
terference,  but  that  is  not  practical  here.  This  of  course 
applies  only  to  conduit  track.  Where  the  overhead  system 
is  being  rebuilt,  temporary  cross-overs  are  used  and  opera¬ 
tion  is  on  a  single  track  during  the  construction  work. 

That  the  income  from  District  of  Columbia  operations 
available  for  return  for  the  year  ended  June  30,  1929  was 
$923,591.64  (Tr.  632) ;  that  for  the  year  192S  it  was  $942,- 
202,  out  of  which  there  was  paid  interest  on  funded  debt, 
$280,300,  interest  on  unfunded  debt  $59,700  and  miscellane¬ 
ous  charges  $5,935,  leaving  a  balance  available  for  divi¬ 
dends  of  $620,406,  which  includes  $31,924  of  non-operating 
income  that  is  available  for  dividend  purposes.  This  non¬ 
operating  income  consists  of  income  from  securities  owned 
and  not  included  in  the  depreciation  fund  and  income  from 
miscellaneous  physical  property  (Tr.  633).  For  the  year 
1928  the  interest  on  cash  and  securities  was  $50,366.38  and 
the  interest  on  amount  due  from  operating  account 
525  which  corresponds  to  the  unfunded  debt  interest  was 
$59,699.97.  And  that  while  he  does  not  consider  the 
rate  of  return  of  4.88  per  cent  on  the  Company’s  fair  value, 
which  is  the  rate  which  it  is  estimated  would  be  produced 
by  the  increase-  rate  of  fare,  a  fair  and  reasonable  return,  it 
is  more  reasonable  than  3.88  per  cent  which  the  Company 
is  now  earning  (Tr.  635).  That  the  amount  received  from 
the  Washington  &  Maryland  Railway  Company  as  interest 
on  the  securities  which  the  Capital  Traction  Company  owns 
and  which  is  paid  by  the  Washington  &  Maryland  Railway 
Company  out  of  the  rental  paid  by  The  Capital  Traction 
Company  is  treated  as  non-operating  (Tr.  638)  income 
and  is  used  to  pay  dividends  as  far  as  it  goes  or  for  any 
other  purpose  and  is  not  included  in  the  amount  available 
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for  return  just  as  the  value  of  the  Washington  &  Maryland 
Railway  Company  itself  is  not  included  in  the  value.  That 
the  depreciation  reserve  fund  as  of  December  31, 1928  con¬ 
tains  securities  to  the  par  value  of  $1,275,000,  | the  book 
value  of  which  was  $1,278,434.22.  The  annual  interest  on 
these  securities  amounted  to  $53,371.88,  or  an  average  rate 
of  4.17  per  cent  (Tr.  641).  That  it  is  probably  safe  to  as¬ 
sume  that  the  average  interest  income  on  securities  owned 
by  the  Company  whether  in  the  depreciation  reserve  fund 
or  otherwise  is  less  than  4%  per  cent  (Tr.  642).  The  Com¬ 
pany  has  never  considered  the  advisability  of  investing 
the  bulk  of  either  of  these  funds  or  the  proceeds  from  the 
sale  of  such  securities  in  large  interest  bearing  securities 
such  as  first  trusts  because  the  investment  must;  be  fluid 
and  subject  to  call  when  needed  and  the  Company;  does  not 
consider  it  good  policy  to  invest  funds  of  this  character  in 
anvthing  other  than  first  class  bonds.  Practicalllv  all  of 
the  power  used  by  the  Company  is  produced  in;  its  own 
plant;  (Tr.  645)  that  the  power  now  used  in  the  overhead 
trolley  line  on  the  Washington  &  Maryland  Railway  Com¬ 
pany  from  14th  and  Kennedy  Streets  to  Takoma  Park  is 
purchased  because  to  furnish  it  from  the  Company’s  own 
plant  would  require  a  separate  substation.  The  Company’s 
plant  is  at  the  foot  of  Wisconsin  Avenue  on  the  RiVer;  that 
on  the  joint  tracks  around  the  Union  Station  land  else- 
526  where  the  Washington  Railway  &  Electric  Company 
furnishes  the  power  for  one  track  and  Thq  Capital 
Traction  Company  for  the  other  track;  that  for  the  power 
purchased  from  the  Washington  Railwav  &  Electric  Com- 
panv,  The  Capital  Traction  Company  pays  2.99  bents  per 
kilowatt  hour;  (Tr.  647)  that  the  cost  of  producing  power 
for  the  year  1928  by  The  Capital  Traction  Company’s  plant 
measured  at  the  D.  C.  switchboard  and  substation  was  .9866 
cents,  slightly  less  than  1  cent;  that  the  power  plant  at  the 
foot  of  Wisconsin  Avenue  is  all  used  for  power  producing 
purposes.  It  costs  the  Capital  Traction  Company  more 
to  produce  power  than  it  costs  the  Washington  Railway  & 
Electric  Company. 

That  it  would  be  very  difficult  to  approximate  how  much 
in  percentage  the  physical  property  existing  in  1919  has 
been  replaced  by  new  property  since  that  time.  With  re¬ 
spect  to  items  of  property  other  than  track  the  percentage 
would  be  relatively  small.  The  actual  determination  of 
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any  real  figure  would  involve  a  great  deal  of  work.  No 
cars  have  been  purchased  since  1919  but  a  number  of  buses 
have  been  purchased  as  shown  in  the  records  and  no  major 
jobs  have  been  done  at  any  of  the  barns.  They  were  all 
rebuilt  ])rior  to  that  time  (Tr.  654).  A  substation  building 
has  been  built  and  witness  is  preparing  an  answer  to  Mr. 
Hartman’s  previous  question  as  to  the  amount  of  track. 
There  has  been  some  special  track  work  replaced  since 
1919.  The  gross  additions  since  1925  have  already  been 
put  into  the  record  as  well  as  from  1919  to  1925.  They  are 
in  the  record  in  the  Court  in  the  valuation  case  which 
shows  additions  and  betterments  and  retirements  between 
1919  and  1925.  No  track  service  in  the  District  of  Colum¬ 
bia  has  been  abandoned  and  bus  service  substituted  there¬ 
for.  About  three-quarters  of  a  mile  of  track  in  Maryland 
has  been  abandoned  and  bus  substituted  for  it  in  Takoma 
Park  (Tr.  657). 

Whereupon  in  answer  to  questions  on  cross  examination 
by  Mr.  Riegel,  Mr.  Hanna  testified  (Tr.  661)  with  respect 
to  the  comparison  between  the  cost  of  the  current  gen¬ 
erated  at  the  Company’s  own  power  plant  of  .9  of  1  cent 
with  the  2.99  cents  paid  to  the  Washington  Railway  &  Elec¬ 
tric  Company  for  the  small  amount  of  power  purchased 
from  it  for  the  Washington  &  Marvland  Railway 
527  that  in  the  first  place  the  .9  cent  did  not  include 
maintenance  of  feeder  cables  and  in  the  second  place 
the  figures  would  not  be  comparable  at  all  because  in  one 
instance  The  Capital  Traction  Company  is  generating  cur¬ 
rent  for  its  whole  system  and  this  cost  does  not  include  anv 
cost  or  carrying  charges  on  the  value  of  the  property  used 
in  the  generation  of  power  and  also  that  the  small  amount 
of  power  purchased  from  the  Washington  Railway  &  Elec¬ 
tric  Company  is  on  the  basis  of  their  published  schedules 
for  power ;  that  it  is  purchased  just  as  any  other  consumer 
would  purcha-e  it  and  depends  upon  the  maximum  demand 
for  an  hour  and  upon  the  actual  amount  used;  that  the 
power  purchased,  of  course,  includes  a  profit  on  the  cost  of 
the  investment  (Tr.  662).  It  is  necessary  to  purchase  the 
power  because  of  the  local  conditions.  It  is  used  on  the 
overhead  trolley  road  and  it'  is  not  possible  to  furnish 
power  for  an  overhead  trolley  system  off  of  the  same  bars 
or  switchboard  as  are  used  for  the  conduit  system,  because 
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one  is  grounded  and  the  other  is  not.  That  in  order  for  the 
Company  to  furnish  it  from  its  own  plant  it  wou,ld  have  to 
build  duct  lines  and  instal-  high  tension  cables!  from  the 
plant  in  Georgetown  out  to  some  point  near  the  line  in 
Maryland  and  build  a  substation  and  instal-  apparatus 
there ;  that  a  merger  of  the  roads  has  been  under  consider¬ 
ation  for  a  great  many  years  and  might  take  place  within 
the  next  few  years  and  it  was  not  thought  desirable  to 
spend  the  money  necessary  to  do  that.  In  the  jcost  of  .9 
cents  there  is  included  depreciation,  coal,  labdr  mainte¬ 
nance  of  plant,  maintenance  of  the  high  tension  cables,  main¬ 
tenance  of  the  substations,  and  labor  at  substations ;  every¬ 
thing  except  interest  on  investment.  That  in  this  particu¬ 
lar  instance  the  Company  is  paying  approximately  3  cents 
for  what  it  is  producing  at  its  own  plant  at  apprbximatelv 
1  cent  (Tr.  664). 

That  with  respect  to  Exhibit  No.  5,  which  is  a  statement 
of  the  number  of  passengers  carried  by  the  Company  dur¬ 
ing  the  various  periods  shown,  he  would  call  attention  to 
the  fact  that  out  of  a  total  of  56,246.000  passengers  carried 
in  the  year  ending  April  30,  1929,  55,595,000  repre- 
528  sented  8  cent  and  6%  cent  passengers.  Of  the  re¬ 
mainder  537,000  were  25  cent  passengers  (^Tr.  666). 

In  answer  to  questions  on  cross  examination  by  Mr. 
Fleharty,  Peoples  Counsel,  Mr.  Hanna  testified  (Tr.  666) 
that  the  Exhibit  does  show  a  trend  downward  of  passen¬ 
gers  carried  and  that  trend  in  his  judgment  will  iprobably 
continue  downward  for  a  while  at  least;  that  thdre  is  no 
present  definite  indication  about  it.  With  respebt  to  the 
slight  up-trend  of  8  cent  passengers  as  compared  with  a 
downward  trend  of  total  passengers  it  should  be  noted 
that  the  percentage  of  token  use  has  been  gradually  falling 
off  ever  since  the  present  rate  of  fare  has  been  in  effect, 
which  is  explained  almost  entirely  by  the  increasbd  use  of 
automobiles  as  a  regular  means  of  transportation  to  and 
from  work  and  about  business  affairs  more  and  more  peo¬ 
ple  have  quit  using  street  cars  as  their  regular  means  of 
transportation.  That  a  man  or  woman  who  uses  |an  auto¬ 
mobile  regularly  to  go  to  work  or  to  go  to  their  daily  af¬ 
fairs  is  less  apt  to  buy  tokens  and  more  apt  to  pav  cash  on 
the  relatively  few  times  they  use  the  street  car,  than  is  the 
person  who  depends  on  the  street  car  for  his  regular 
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transportation;  that  the  loss  in  passengers  is  almost  en¬ 
tirely  if  not  quite  due  to  the  use  of  private  automobiles; 
that  the  establishment  of  the  bus  line  of  the  Washington 
Rapid  Transit  Company  which  occurred  prior  to  the  years 
under  consideration,  took  a  great  deal  of  business  from  the 
Company.  It  is  directly  in  competition  with  The  Capital 
Traction  Company  on  practically  all  of  its  line  operating 
down  16th  Street.  It  operates  two  block-  away  and  parallel 
from  The  Capital  Traction  Company’s  car  barn  on  14th 
Street  and  goes  to  8th  and  Pennsvlvania  Avenue.  It  also 
goes  to  Potomac  Park,  the  district  that  is  served  bv  The 
Capital  Traction  Company.  It  however,  is  not  particularly 
reflective  of  the  losses  of  the  past  four  or  five  years  be¬ 
cause  their  own  experience  in  passengers  carried  has  been 
variable  (Tr.  668).  In  recent  years,  with  the  increased 
rate  of  fare  which  they  have  gotten  and  their  ability  to  pur¬ 
chase  new  buses,  their  business  has  gone  up  and  that 
529  if  The  Capital  Traction  Company  had  a  sufficient 
rate  of  fare  to  enable  it  to  purchase  new  equipment 
and  to  put  its  equipment  and  service  in  better  shape  the 
number  of  its  passengers  carried  would  go  up.  That  in 
spite  of  the  fact  that  here  and  elsewhere  increases  in  the 
rate  of  fare  have  shown  an  immediate  falling  off  in  pas¬ 
sengers  carried  that  that  is  not  a  permanent  arrangement ; 
that  he  does  not  know  that  the  rate  of  fare  for  which  the 
Company  is  now  asking  would  be  sufficient  to  make  the  sort 
of  improvements  in  the  service  that  he  would  like  to  make, 
but  if  they  were  able  to  make  these  improvements  and  put 
on  modern  cars  and  improve  the  service  in  that  way,  he  is 
confident  that  it  would  get  more  of  the  business  back  (Tr. 
669).  Of  course  this  is  all  surmise  and  not  facts  and  no¬ 
body  knows  what  the  facts  are;  that  practically  all  modern 
equipment  that  has  been  installed  on  street  railroads  in  the 
last  seven  or  eight  years  has  been  one  man  equipment ;  that 
one  of  the  principal  reasons  that  this  Company  has  not 
bought  any  new  cars  since  1919  is  because  we  do  not  want 
to  buy  cars  that  are  obsolete  when  bought;  that  the  two 
man  car  for  much  of  the  service  is  in  other  cities  obsolete; 
that  while  the  Company  wishes  to  give  to  the  people  of 
Washington  what  they  want  in  the  way  of  service  he  be¬ 
lieves  that  the  Public  Utilities  Commission  is  the  proper 
means  of  interpreting  the  wants  of  these  people  and  that 
Commission  has  taken  the  position  up  to  the  present  time 
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that  further  extension  of  the  use  of  one  man  cars  in  Wash¬ 
ington  should  not  he  effected.  That  he  personally  does  not 
believe  in  100  per  cent  use  of  one  man  car  operation  in  a 
city  like  Washington,  but  that  without  doubt  there  hre  lines 
operated  by  The  Capital  Traction  Company  and  additional 
lines  operated  by  the  Washington  Railway  &  Electric  Com¬ 
pany  on  which  one  man  cars  could  be  used  to  advantage 
(Tr.  671).  That  if  the  public  of  Washington  wants  all  two 
man  car  operation  they  are  entitled  to  have  it  but  as  it 
costs  more  to  operate  than  one  man  cars  that  fact  should 
be  taken  into  consideration  in  fixing  rates  just  exactly  as 
they,  should  take  into  consideration  that  the  City  ojt  Wash¬ 
ington  alone,  amongst  all  the  cities  of  this  Country, 
530  except  New  York  operates  with  overhead  trolley 
wires  in  the  streets.  That  he  does  not  advocate  over¬ 
head  trolly  wires  in  Washington  and  thinks  it  should  never 
be  done,  but  as  long  as  the  expensive  system  of  conduit 
track  is  used  that  fact  must  be  recognized.  It  inust  be 
recognized  primarily  in  the  value  of  the  property  that  fur¬ 
nishes  the  service  for  which  reason  no  comparison  <pf  value 
per  mile  or  track  or  on  a  car  mile  basis,  or  on  any  other 
basis  is  fair  as  between  the  service  in  W ashington  and  in 
other  cities  in  this  country  because  the  track  cpsts  ap¬ 
proximately  three  times  as  much  to  build  and  it  does  an 
overhead  trolley  and  it  takes  twice  as  many  underground 
feeder  cables  for  a  conduit  system  as  for  the  overhead 
trolley  system;  that  the  car  barns  must  be  constructed  en¬ 
tirely  different ;  that  in  the  car  barn  for  the  overhead  trol¬ 
ley  system  every  particle  of  space  under  cover  is  used  for 
storage;  that  the  distribution  is  made  by  what  ii  called 
ladder  tracks  on  the  outside  of  the  barn;  that  wfith  the 
conduit  system  that  cannot  be  done ;  that  in  every!  one  of 
the  barns  in  Washington  the  distribution  must  be  made  by 
transfer  tables  located  under  cover  causing  an  increase  in 
the  size  of  the  building  per  car  of  anywhere  from  15  to  30 
per  cent.  All  of  these  things  must  be  takem  into  considera¬ 
tion  in  comparing  the  rate  of  fare  which  the  residents  of 
Washington  must  pay  for  the  service  with  that  which  is 
paid  in  other  cities  (Tr.  673).  There  have  been  Several 
times  in  the  past  ten  years  when  he  thought  the  bottom 
had  been  reached  in  the  loss  of  passengers  but  that  he  was 
wrong;  that  in  1926,  as  shown  by  the  chart,  the  losses  were 
very  much  less  than  they  were  in  all  these  other  ve&rs  and 
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for  6  or  8  months  the  Company  was  apparently  holding  its 
own  in  passengers.  It  had  gains  for  a  number  of  months 
consecutively ;  that  he  does  not  know  yet  why  that  was  but 
it  had  a  great  deal  to  do  with  the  Company’s  not  asking 
for  an  increase  rate  of  fare  in  1926 ;  that  suddenlv  without 
any  explanation  the  curve  began  to  drop  again,  it  cer¬ 
tainly  was  not  due  to  any  change  in  rate  of  fare,  either  up 
or  down,  it  was  right  in  the  middle  of  the  period.  The  in¬ 
crease  fare  will  be  a  remedy  but  not  a  complete  but 
531  will  give  an  increased  income  which  is  needed  more 
than  anything  else,  that  the  decline  will  not  be  par¬ 
ticularly  affected  or  permanently  affected  by  the  change  in 
the  rate  of  fare ;  that  the  Company  will  certainly  be  better 
off  with  more  revenue;  that  there  has  been  a  steady  in¬ 
crease  in  the  Chevy  Chase  Coach  passengers  (the  25  cent 
line),  which  to  his  mind  shows  clearly  a  solution  of  the  diffi¬ 
culties.  If  it  were  possible  to  furnish  a  classified  service  as 
to  quality  he  is  confident  that  there  are  a  great  many  people 
in  Washington  who  would  welcome  an  improved  service 
generally  given,  a  service  comparable  to  the  Pullman  Serv¬ 
ice  on  steam  railroad  transportation;  that  the  decline  in 
steam  railroad  passengers,  which  has  been  pretty  nearly  as 
big  as  on  the  electric  roads,  has  not  been  in  the  Pullman 
service.  If  it  were  possible  to  furnish  street  car  service 
of  different  grades  on  our  tracks,  people  would  be  willing 
to  pay  that  differential.  The  reason  people  want  to  ride  on 
the  25  cent  coach  line  is  because  they  want  to  be  in  an  ex¬ 
clusive  vehicle.  This  of  course,  does  not  apply  to  every¬ 
body  by  any  means  and  that  some  form  of  transportation 
at  the  cheapest  available  rate  should  be  given.  There  are 
two  factors  to  be  considered  in  this  connection,  one  is  speed 
and  the  other  that  the  people  know  they  are  going  to  get  a 
seat ;  that  if  the  Company  could  furnish  a  seat  to  every  pas¬ 
senger  that  rides  oil  the  street  cars  a  large  part  of  the  Com¬ 
pany’s  troubles  would  be  over  (Tr.  679),  but  it  is  mani¬ 
festly  impossible  to  furnish  seats  for  everybody  during  the 
rush  hours  at  the  present  rate  of  fare ;  that  there  is  no  way 
of  increasing  speed  on  street  cars  which  has  been  steadily 
going  down  due  to  the  traffic  congestion  in  the  streets  and 
the  extension  of  traffic  lights  which  have  slowed  up  the 
movement  of  public  transportation;  that  the  Chevy  Chase 
25  cent  coach  line  has  increased  right  along  but  that  he  does 
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not  think  the  same  rate  of  increase  can  continue!  because 
there  is  a  limitation  to  it  (Tr.  682).  j 

That  in  his  opinion  the  token  riders  are  falling  off  more 
in  the  non-rush  hours  than  in  the  rush  hours;  there  is  no 
question  about  it  and  it  is  falling  off  more  in  proportion  on 
Sundays  and  holidays  than  on  other  days. 

532  In  answer  to  questions  by  Mr.  Clayton  (Tr.  683) 
he  further  testified  that  the  loss  in  passengers  on 
The  Capital  Traction  Company  have  been  greater:  than  on 
the  Washington  Railway  &  Electric  Company  in! the  last 
few  years  which  is  due  to  the  fact  that  the  Washington 
Railway  &  Electric  Company  has  more  suburban  lines  than 
The  Capital  Traction  Company  and  that  the  largejst  losses 
have  been  on  the  city  lines  rather  than  on  the  suburban 
line ;  that  the  two  suburban  lines  of  the  Company  have  not 
shown  any  losses  at  all  which  is  perfectly  natural!  because 
the  residential  building  up  of  the  town  has  beep  in  the 
suburbs  more  than  in  the  city ;  that  the  lack  of  speted  which 
the  cars  are  able  to  make  has  been  caused  in  great|  part,  if 
not  altogether,  by  the  increase  in  private  automobiles 
which  has  made  traffic  congestion  so  bad  particularly  dur¬ 
ing  the  rush  hours,  that  the  speed  has  been  reduced  on 
practical  all  street  car  operation.  That  this  matter  of 
speed  is  one  of  the  chief  reasons  why  the  Company  is  los¬ 
ing  business.  That  he  does  not  think  the  public  transpor¬ 
tation  vehicles  have  received  the  consideration  in  the  han¬ 


dling  of  traffic  that  they  should  (Tr.  686). 


That  the  estimated  revenues  from  the  increas! 


ted  fare 


shown  on  the  Exhibits  are  based  on  the  assumption  that 
the  Company  will  carry  in  the  future  the  same  number  of 
passengers  that  they  are  now  carrying,  but  that  that  as¬ 
sumption  is  not  necessarily  correct;  that  he  could  not  state 
that  they  had  yet  reached  the  peak  of  the  curve ;  th&t  there 
was  a  loss  of  1%  percent  in  June  1929  as  comparted  with 
June  1928,  which  amounted  to  a  loss  of  83,839  passengers 
but  that  these  monthly  comparisons  are  complicated  by  the 
number  of  Sundays  in  the  month;  that  in  the  month  of 
June  1929  there  was  one  more  Sunday  than  in  1928  which 
would  materially  change  the  comparative  figure.  On  the 
other  hand  in  July  there  was  one  more  Sunday  in  1928  than 
in  1929  and  the  loss  greater.  The  operating  revenue  in 
July  1929  shows  an  increase  of  $2,224  as  compared  with 
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July,  1928  which  was  due  to  the  increase  in  the  charter  bus 
business  almost  entirely. 

In  answer  to  questions  by  Mr.  Fleharty,  Peoples 
533  Counsel  (Tr.  689),  with  respect  to  Exhibit  No.  6,  Mr. 

Hanna  testified  that  the  revenue  from  1  cent  inter¬ 
company  transfers  for  the  year  ending  April  30,  1929  was 
about  $31,400 ;  that  at  the  existing  average  rate  of  fare  the 
Company  would  have  to  carry  about  450^000  passengers  to 
produce  revenue  equivalent  to  the  revenue  received  at 
present  from  the  1  cent  intercompany  transfers;  that  free 
intercompany  transfers  would  tend  to  increase  the  passen¬ 
ger  rate  a  little  but  on  the  other  hand  there  are  now  un¬ 
doubtedly  some  people  who  pay  two  fares  (one  to  each 
line)  who  are  counted  as  two  passengers,  whereas  these 
people  with  free  intercompany  transfers  v~ould  pay  only 
once.  That  for  the  year  ending  April  30,  1929  there  was  an 
increase  in  special  bus  revenues  in  the  District  of  Colum¬ 
bia  of  $15,980  (Tr.  691),  an  increase  of  something  over 
$4,000  in  1928 ;  that  that  is  one  way  in  which  the  Company 
is  getting  back  some  of  the  business  that  it  had  lost;  that 
some  years  ago  visitors  coming  to  Washington,  particu¬ 
larly  groups  of  visitors  used  the  street  cars;  that  business 
is  now  largely  taken  care  of  by  special  buses.  While  it 
costs  the  patron  more  it  is  considerably  more  convenient 
and  they  are  willing  to  pay  for  the  added  convenience.  In 
going  into  that  business  the  Company  is  getting  back  busi¬ 
ness  which  had  been  lost  and  they  are  doing  it  not  in  a  very 
larg-  way  but  in  a  successful  way  and  it  is  materially  af¬ 
fecting  the  situation  both  as  to  gross  and  net  revenue. 

The  lease  of  the  Washington  Rapid  Transit  Company  of 
a  part  of  the  car  barn  which  is  for  10  years  on  the  barn  and 
5  years  on  the  office  explains  the  increase  shown  on  the 
Exhibit  under  heading  of  “rent  of  buildings’ ’  in  the  years 
1927  and  1928  over  1926;  that  the  lease  has  run  approxi¬ 
mately  three  years  (Tr.  693) ;  that  while  some  question  v’as 
raised  (by  the  Commission)  as  to  whether  to  include  in  fair 
value  the  value  of  that  part  of  the  building  occupied  by  the 
Washington  Rapid  Transit  Company,  if  this  lease  had  not 
been  made  there  vrould  have  been  no  question  about  the 
Company’s  continuing  to  carry  that  portion  of  the  build¬ 
ing  in  its  fair  value  and  it  would  not  have  received  the  in- 
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come  which  it  has  credited  to  operating  revehue  and 

534  which  affects  the  return  which  the  Compan^  is  now 

getting;  that  the  part  of  the  building  that  the  Wash¬ 
ington  Rapid  Transit  Company  uses  is  the  basement  which 
was  built  because  it  was  cheaper  to  build  it  than  not.  The 
shape  of  the  land  was  such  that  the  northern  part  of  the 
building  was  on  high  land  and  the  southern  part  on  very 
low  land;  there  was  a  stream  which  ran  through  it  and  a 
very  decided  hill  right  in  the  middle  of  the  property;  that 
when  the  building  was  designed,  which  had  to  be  put  on  the 
level  the  basement  was  built  instead  of  filling  it  up.  The 
foundations  had  to  be  carried  down  anyway  and  the  roof  of 
the  basement  constitutes  the  main  operating  floor.  It  would 
have  cost  practically  the  same  amount  for  building  that 
building  without  any  basement  as  to  provide  a  basement 
(Tr.  695).  | 

In  answer  to  questions  by  Commission-  Hartmah  he  fur¬ 
ther  testified  that  the  land  at  the  rear  of  the  car  barn  is  in- 

I 

eluded  in  the  valuation  and  practically  all  of  it  is  utilized 
for  entrance  to  and  from  the  garage  and  for  storage  of 
materials.  There  is  a  fill  on  that  land  in  order  t6  get  en¬ 
trance  into  the  garage.  There  may  be  a  little  land  there 
that  is  not  actuallv  used;  that  there  is  also  a  verv  small 
triangular  piece  of  land  now  offered  for  sale  across  Iowa 
Avenue  which,  of  course,  is  not  used  by  the  Company  at  all 
(Tr.  696). 

In  answer  to  further  questions  by  Mr.  Clayton  with  re¬ 
spect  to  the  special  bus  revenue  (Tr.  696),  Mr.  Hhnna  fur¬ 
ther  testified  that  these  buses  are  not  sightseeing  buses; 
that  they  are  not  operated  on  a  regular  schedule;!  that  the 
Company  does  not  do  that  particular  kind  of  business. 
The  Company’s  buses  are  chartered  at  so  much  per  trip, 
the  rate  depending  upon  the  mileage.  It  is  more  profitable 
business  than  the  car  business  to  the  extent  that  it  goes. 
The  payment  in  this  class  of  business  is  in  proportion  to 
the  cost  of  the  service.  The  Company  has  recently  bought 
additional  buses  for  that  service  within  the  past  few 
months  and  hopes  to  buy  more.  The  profits  from  this  class 
of  business  show  on  the  exhibits  and  is  included  in 

535  the  amount  available  for  return.  The  Washington 
Motor  Coach  Company  was  paid  $25,000  for  5  buses 

29— 5316a 
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and  their  established  business  in  this  line.  The  buses  were 
carried  on  the  books  of  the  Company  at  $1,000  each.  They 
were  not  new  but  since  being  purchased  have  been  put 
through  the  shop  and  thoroughly  overhauled  and  put  in 
first  class  shape.  The  Sunday  and  holiday  business  of  the 
cars  is  on  the  average  about  eight-twelfths  of  the  week  day 
business.  There  is  very  little  difference  now  between  w’eek 
days  and  Saturday  (Tr.  698).  The  Chevy  Chase  de  luxe 
coach  line  has  apparently  been  a  success  at  the  25  cent  rate 
cf  fare,  which  in  his  judgment  is  about  the  right  rate  for 
that  service;  that  while  he  has  no  figures  available  with 
respect  to  rate  of  return  on  the  investment  in  that  line  as 
distinguished  from  the  street  car  business  he  knows  that 
that  line  has  been  more  than  paying  its  operating  costs  in¬ 
cluding  depreciation  and  that  the  investment  is  relatively 
small ;  that  one  of  the  reason-  the  line  was  started  was  as  a 
good-will  builder  and  it  has  been  very  successful  in  that 
respect  and  has  made  a  good  many  friends;  that  it  was  an 
indication  of  the  desire  of  the  Company  to  give  the  people 
what  they  wanted  in  the  way  of  public  transportation  and 
the  Company  would  like  to  extend  it  materially  if  it  could 
be  done  advantageously  (Tr.  701). 

On  the  other  hand  the  Company  put  into  operation  a 
similar  line  from  Cleveland  Park  which  does  not  meet  oper¬ 
ating  expenses  and  which  probably  will  be  abandoned  if  the 
Commission  desires  it  done.  The  loss  on  that  line,  however, 
is  not  very  great  compared  to  the  total  system  operations 
and  it  does  fill  a  need  in  public  transportation  and  it  has 
been  carried  so  far  because  of  that  fact ;  that  a  good  many 
of  the  operations  of  the  Company’s  system  are  operated  at 
a  material  loss,  but  the  Company’s  duty  to  the  public  is  to 
furnish  general  transportation  throughout  the  city  at  a  flat 
rate  of  fare,  in  doing  which  some  of  the  operations  must  be 
conducted  at  a  loss  and  some  at  a  profit.  All  the  Company 
asks  is  that  the  sum  total  of  the  whole  shall  give  them  a  rea¬ 
sonable  return  on  their  property;  that  the  Cleveland  Park 
line  did  not  have  the  growth  and  development  that  the 
Chevy  Chase  Line  had  (Tr.  702). 

536  At  a  former  application  by  the  Capital  Traction 
Company  for  increased  fares  (Formal  Case  201,  p.  41) 
Mr.  Heberle  had  stated  that  the  Maryland  operations  of  the 
company  gave  profits  commensurate  with  said  operations  in 
the  District  and  were  quite  satisfactory  from  this  viewpoint 
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and  that  the  Maryland  business  was  on  the  increase.  He 
further  stated  that  the  Capital  Traction  Company  had 
never  been  able  to  satisfactorily  allocate  expenses  between 
the  District  of  Columbia  and  Maryland.  The  company  does 
get  its  receipts  allocated  because  there  is  a  zone  fare,  but 
when  it  comes  to  allocating  expenses  there  are  a  great  many 
difficulties.  On  the  Chevy  Chase  line,  for  example,  Ithrough 
service  is  furnished.  The  company  is  not  able  to  allocate 
expenses  on  a  car  mileage  basis  because  that  line  is  an  over¬ 
head  trolley  line  and  there  is  less  amount  of  qverhead 
expenses  with  trolley  operation  than  with  underground  con¬ 
duit  operation.  If  the  Maryland  rail  operations  bould  be 
separated  from  the  District  of  Columbia  operations^  the  Dis¬ 
trict  operations  would  show  as  the  more  profitable:  because 
the  Maryland  operations  are  very  small  in  percentage  of 
the  total.  The  Maryland  operations  would  probhblv  not 
show  any  considerable  profit. 

Mr.  Hanna  thereupon  testified  with  respects  to  Exhibits 
7,  8,  and  9  showing  the  statement  of  operations  and  rate  of 
return  earned  on  fair  value  had  been  broadened  out  of  Ex¬ 
hibit  No.  6  giving  details  of  the  operating  accounts  as  re¬ 
quested  by  the  Commission;  that  they  are  intended  to  show 
a  cross  section  of  the  Company’s  operations;  that  the  sepa¬ 
ration  of  District  of  Columbia  operations  from  the  system 
as  a  whole  was  done  at  the  suggestion  of  the  Commission ; 
that  heretofore  all  presentations  have  been  made  oil  the  sys¬ 
tem  figures  for  operations  alone,  although  no  consideration 
has  been  taken  of  the  value  of  the  property  in  Maryland; 
that  for  the  12  months  ending  June  30, 1929,  there  is!  a  differ¬ 
ence  of  $13,477  between  the  system  income  available  for 
return  and  that  allocated  to  the  District  of  Columbia,  about 
1.5  per  cent  of  the  total  amount;  that  this  wouldj  scarcely 
show  in  the  rate  earned  on  value ;  that  it  would  be  practically 
the  same  whether  the  system  figure  was  used  or  the  District 
of  Columbia  figure  (Tr.  704) ;  that  in  his  own  opinion  the 
system  figure  is  the  proper  one  to  use  because  inj  the  first 
place  the  Maryland  operations  are  small  relatively  and  in 
the  second  place,  every  bit  of  the  Maryland  business  adds 
to  District  of  Columbia  business.  For  instance,  if : the  Ken¬ 
sington  line  in  Maryland  should  be  abandoned,  which  repre¬ 
sents  by  far  the  larger  part  of  this  $13,000  difference,  the 
Company  would  lose  passengers  in  the  District  of  Columbia 
who  cost  nothing  extra  to  get;  that  the  extent  of  tlie  benefit 
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which  the  District  operations  have  from  these  Maryland  pas¬ 
sengers  is  something  that  would  be  beyond  a  definite  ascer¬ 
tainment,  but  it  is  a  real  benefit  and  accordingly  the  reason¬ 
able  thing  would  be  to  take  the  system  as  a  whole  (Tr.  705). 
Of  course  it  must  be  understood  that  the  Public  Utilities 
Commission  has  no  authro^y  over  operations  in  Maryland 
and  consequently  all  of  the  street  railway  operations  in  the 
Metropolitan  district,  which  includes  Kensington,  Chevy 
Chase,  Takoma  and  other  Maryland  suburbs  cannot  be 
treated  as  a  unit  as  it  would  be  logical  to  propose  otherwise 
to  do;  that  a  very  small  part  of  the  Company’s  business  is 
in  Maryland. 

537  The  method  used  in  segregating  expenses  for  Mary¬ 
land  which  was  explained  by  Mr.  Heberle  is  based  on 
reports  which  the  Company  makes  to  the  Maryland  Public 
Service  Commission  with  respect  to  Kensington  opera¬ 
tions  (Tr.  706).  The  operation  of  this  Kensington  Rail¬ 
road  was  the  result  of  many  requests  made  to  the  Company 

bv  the  Marvland  Commission  to  take  it  over  as  the  road 
* 

had  theretofore  been  operated  very  unsat isfactora/ly  to  the 
public  of  Kensington  and  a  transfer  was  required  at  Chevy 
Chase  Lake;  that  the  Maryland  Commission  asked  the 
Capital  Traction  Company  in  the  interest  of  the  public  of 
Greater  "Washington  to  take  over  the  operation  of  this  line 
and  give  the  people  of  Kensington  an  improved  service 
straight  through  to  the  center  of  the  city,  which  the  Com¬ 
pany  did.  This  road  (Tr.  707)  is  not  only  in  competition 
with  the  private  automobile  but  with  the  Baltimore  &  Ohio 
Railroad  which  brings  passengers  direct  to  the  Union  Sta¬ 
tion  and  the  business  has  gone  down  instead  of  improving 
with  the  improved  service  which  the  Company  gives.  That 
contract  has  several  years  more  to  run  and  the  Company  is 
obliged  to  continue  it  during  the  term  of  the  contract.  The 
losses  on  operations  of  the  Chevy  Chase  Line  in  Maryland 
between  Chew  Chase  Lake  and  the  District  Line  at  the 
Circle  are  considerably  less  than  they  are  on  the  Kensing¬ 
ton  line  and  those  losses  are  more  than  compensated,  so  far 
as  the  District  is  concerned,  by  the  purpose  which  that 
operation  serves,  because  there  is  practically  no  local  busi¬ 
ness  between  Chevy  Chase  Circle  and  Chevy  Chase  Lake, 
almost  all  the  passengers  on  that  part  of  the  line  coming 
all  the  way  down  town. 
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While  the  segregating  of  these  operating  expenses  is 
made  on  the  best  basis  that  he  knows  the  Company  would 
have  been  perfectly  willing  to  have  had  the  segregation 
made  by  the  staff  of  the  Commission.  In  any  event,  how¬ 
ever,  the  difference  would  be  infinitesimal. 

The  witness  thereupon  states  (Tr.  713,  714)  that  he 
thought  it  fair  to  assume  unless  the  questions  is!  raised  at 
this  time,  that  the  segregation  of  Maryland  and  District 
expenses  as  shown  in  the  Exhibits  is  acceptable.  To  which 
Commissioner  Hartman  replied  that  he  did  uot  think 
538  the  witness  was  justified  in  such  an  assumption;  that 
he  could  not  expect  the  Commission  to* put  in  its  case 
during  the  Company’s  case  primary  case;  that  any  criti¬ 
cism  which  would  be  offered  would  be  put  in  wheii  the  Com¬ 
mission  put  in  its  case  and  that  the  Company  would  have 
an  opportunity  to  meet  such  criticism  on  rebuttal. 

The  witness  testified  that  at  the  request  of  the  Commis¬ 
sion  the  Company  had  supplied  through  Exhibit:  No.  16  in 
very  great  detail,  practically  all  of  the  individual  expendi¬ 
tures  in  four  of  the  maintenances  accounts  for  the  calendar 
year  1928  and  that,  if  the  Commission  desired  it,!  the  Com¬ 
pany  would  be  glad  to  show  every  expenditure  the!  Company 
has  made  during  the  calendar  year  or  any  other  year; 
that  while  a  great  many  questions  have  been  asked  with  re¬ 
spect  to  expenditures  which  were  charged  to  capital  and 
some  questions  with  respect  to  expenditures  charged  to 
operations,  no  question  has  been  asked  which!  involved 
the  propriety  of  the  expenditure,  or  that  would  indicate 
that  any  expenditure  in  either  of  these  accounts  Iwas  not  a 
proper  expenditure  to  be  made  by  The  Capital!  Traction 
Company.  Questions  have  been  raised  as  to  whether  or  not 
certain  expenditures  which  were  charged  to  capital  should 
have  been  charged  to  operating  expenses  and  on!  the  other 
hand  whether  some  expenditure-  which  have  been  charged  to 
operating  expenses  should  not  have  been  charged  to  capital. 
That  in  this  connection  it  is  entirely  probable  that  there 
have  been  expenditures  charged  to  one  account  which  prob¬ 
ably  should  have  been  charged  to  the  other.  In  many  cases 
the  shade  would  be  very  hard  to  find  and  judgment  varies 
(Tr.  715).  A  great  many  entries  are  made  on  jthe  books 
during  the  year.  If  the  expenditure  itself  was!  a  proper 
one  the  public  does  not  suffer  greatly  in  either  c?ise.  If  it 


i 


454 


PUBLIC  UTILITIES  COMMIT.,  D.  C.,  ET  AL.  VS. 


were  shown  that  a  great  manv  thousands  of  dollars  had 
been  charged  to  operating  expenses  which  should  have  been 
capitalize-,  it  is  conceivable  that  it  might  amount  to  enough 
to  materially  affect  the  rate  of  return  which  the  Company 
is  earning,  but  such  is  not  the  case.  If  charges  have  been 
made  to  capital  account  which  should  have  been  charged 
to  operations  the  value  would  have  been  reduced  to  a  cer¬ 
tain  degree  and  the  rate  of  return  which  the  Company  is 
now  earning  and  which  it  would  earn  under  the  proposed 
rate  of  fare  would  be  reduced.  Generally  speaking 
539  the  public  would  be  better  off  if  the  Company  had 
made  more  charges  to  capital  and  less  to  operating 
expenses,  but  the  intention  has  been  to  make  the  proper 
division  of  these  charges. 


Whereupon  Mr.  Hanna  testified  with  respect  to  Exhibits 
No.  13,  14  and  15  (Tr.  721)  showing  the  estimated  effect  of 
the  requested  increase  in  fare,  the  token  rate  and  the 
effect  of  a  change  in  the  percentage  of  tokens,  that  they  are 
based  upon  the  assumption  that  there  will  be  no  change 
in  the  number  of  passengers  carried  and  that  the  use  of 
tokens  under  the  proposed  rate  will  be  85  per  cent  tokens 
and  15  per  cent  cash;  that  while  the  Company  has  applied 
for  a  10  cent  cash  fare  and  4  tokens  for  30  cents  it  did  not 
estimate  that  that  rate  would  give  a  reasonable  return  on 
the  value  of  the  property.  It  would  however,  give  a  more 
nearly  reasonable  rate  of  return  than  they  are  getting 
under  the  present  rate;  that  as  a  matter  of  policy  it  was  not 
thought  desirable  to  ask  the  Commission  for  a  greater 
increase  in  fare  than  the  one  requested  and  also  that  it  was 
thought  desirable,  as  a  matter  of  policy,  to  ask  for  the  same 
rate  requested  a  year  ago  with  the  exception  that  any  refer¬ 
ence  to  a  flat  8  cent  fare  was  omitted;  that  theoretically, 
and  probably  actually,  the  flat  8  cent  rate  would  give  some¬ 
what  more  revenue  than  the  one  requested  but  it  was 
thought  that  the  flat  8  cent  fare  would  cause  more  loss  in 
passengers.  The  people  who  are  most  directly  affected  by 
the  change  in  the  rate  of  fare  are  those  who  use  tokens; 
that  the  increase  from  6%  cents  to  8  cents  is  a  very  much 
larger  increase  than  from  6%  to  7M>  cents;  that  the  people 
who  pay  cash  fares  are  not  entitled  to  as  much  considera¬ 
tion  as  the  people  who  use  tokens  because  many  of  them 
use  the  service  as  a  convenience  rather  than  a  necessity  and 
preference  should  be  given  to  those  people  whose  regular 
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support  keeps  the  Company  going.  The  multiplicity  of 
coins  necessary  in  the  8  cent  fare  is  another  objection. 
That  any  estimate  which  would  give  a  reasonable;  return  on 
the  value  of  the  property  would  require  about  a  ljO  cent  flat 
fare.  If  it  were  possible  for  the  Company  to  get  the  proper 
revenue  without  an  increase  it  would  not  he  asking 
540  for  an  increased  rate.  This  is  said  partly  in  expla¬ 
nation  of  the  reason  that  no  consideration  was  given 
to  a  possible  shrinkage  of  the  number,  of  passengers  which 
will  probably  continue  to  a  certain  degree  at  least.  That 
the  estimated  percentage  of  15  per  cent  cash  and  85  per  cent 
token  is  borne  out  both  by  the  Capital  Traction  Company’s 
experience  and  by  the  experience  of  other  cities  whose  data 
are  given  on  Exhibit  No.  14. 

Witness  Heberle  testified  that  he  would  supplement  Ex¬ 
hibit  No.  15  with  information  as  to  what  effect;  sixty-five 
per  cent  use  of  tokens  would  have;  that  he  would  read 
across  the  page  the  figures  which  should  be  inserted  on  this 
Plxhibit  to  answer  that  question;  that  the  amoqnt  of  in¬ 
crease  would  be  $579,775.74.  The  actual  income;  available 
for  return  would  be  the  same  as  that  shown  in  other  lines 
on  the  Exhibit,  $928,630.97 ;  that  the  total  income!  available 
for  return  would  be  $1,508,406.71 ;  that  the  percentage  of 
return  on  fair  value  would  be  5.78  per  cent;  that! with  a  65 
per  cent  use  of  tokens  the  deduction  for  income  taxes  is 
$79,059.00;  for  a  70  per  cent  use  of  tokens  the  deduction 
is  $71,054;  the  amount  for  each  one  per  cent,  $11,741.85,  and 
the  income  tax  deduction  is  $1,601.00;  that  for  a  7p  per  cent 
use  of  tokens,  $63,049.00;  for  an  80  per  cent  use  of  tokens, 
$55,043.00;  85  per  cent  use  of  tokens,  $47,037.00;  90  per  cent 
use  of  tokens,  $39,032.00;  95  per  cent  use  of  tokens,  $31,- 
226.00;  96  per  cent  use  of  tokens,  $29,425.00;  that  these 
amounts  which  he  read  into  the  record  represept  12  per 
cent  of  the  amount  of  the  estimated  increase;;  that  the 
amount  for  income  tax  deducted  in  the  coluipn  under 
“amount  of  increase”  for  68V2  per  cent  use  of  tokens  is 
$73,455.00  (Tr.  pp.  458  to  460,  both  inclusive) ;  that  under 
the  existing  rate  of  fare  token  use  has  been  falling  off 
slowly  but  constantly  since  this  fare  was  established  in 
1922  (Tr.  726);  that  there  are  two  important  factors  that 
affect  the  percentage  of  tokens  use.  One  is  the  differential 
between  the  cash  rate  and  the  token  rate  and  secondly  the 
amount  of  initial  investment  required  to  purchase  tokens; 
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that  if  the  initial  investment  during  the  past  seven  years 

had  been  25  cents  or  even  30  cents  for  tokens  there  would 

have  been  a  very  different  picture;  that  if  tokens  had  been 

sold  3  for  20  cents  the  token  use  would  have  been  very  much 

higher  and  the  revenue  very  much  lower  than  it  has  been; 

that  the  old  rate  of  6  for  25  cents  and  the  5  cent  cash  fare 

where  onlv  one  coin  was  needed  for  either  the  cash  fare 
* 

or  for  the  purchase  of  tokens,  the  token  usage  was  80.6  per 
cent  and  that  was  constant  many  years  ago.  With  the  7 
cent  cash,  6%  cent  token  rate,  tokens  selling  4  for  25  cents 
the  differential  was  less  than  in  the  previous  rate  and  the 
amount  of  investment  was  exactly  the  same.  In  spite  of 
which  the  token  rate  went  up  to  88.5  per  cent.  This  w’as 
probably  due  to  the  fact  that  the  cash  fare  required  the 
use  of  a  nickel  and  two  pennies  and  the  token  rate  re¬ 
quired  a  straight  25  cent  investment.  Cities  where  tokens 
are  not  sold  on  the  cars  should  not  be  compared  because  the 
conditions  are  entirely  different.  Indianapolis  has  an  84 
per  cent  use  of  tokens;  Baltimore  86  per  cent;  all  of  the 
others  are  higher  (Tr.  728).  In  Indianapolis  there  is  only 
a  three-quarter  cent  differential;  in  Detroit,  with  only  one- 
ninth  cent  differential  and  a  relatively  large  investment  of 
50  cents  for  tokens  the  token  rate  is  naturally  down.  This 
question  has  a  very  important  bearing  upon  the  whole  mat¬ 
ter  and  is  an  assumption  that  must  be  made  and  we  must 
use  our  best  judgment,  based  upon  the  available  data.  The 
token  rate  would  increase  from  what  it  is  now  because  both 
of  the  factors  named  would  tend  to  make  that  increase.  No 
per  centage  of  use  under  85  is  justifiable  under  the 
541  circumstances.  It  is  entirely  possible  that  it  may 
go  up  to  90. 

In  answer  to  questions  by  Chairman  Patrick  Mr.  Hanna 
testified  (Tr.  729)  that  a  reduction  of  9.3  per  cent  in  the 
number  of  passengers  carried  would  result  in  no  greater 
operating  revenue  with  the  new  rate  than  at  present.  That 
percentage  would  mean  the  loss  of  something  over  5,000,- 
000  passengers. 

In  answer  to  questions  by  Commissioner  Hartman,  Mr. 
Hanna  testified  (Tr.  730)  that  during  1917  and  1918  Mr. 
Beeler  came  to  Washington,  engaged  by  the  Public  Utilities 
Commission,  and  among  other  things  instituted  skip-stops 
and  unloading  platforms  at  certain  places  and  through 
those  two  means  there  was  some  improvement  made  in  the 
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scheduled  speed  over  what  had  been  done  before^  and  that 
the  present  scheduled  speed  is  not  far  from  what  was  estab¬ 
lished  at  that  time. 

Witness  Hanna  testified  that  fairly  favorable  terms 
have  been  made  by  car  builders  to  other  companies;  that 
his  recollection  is  that  the  terms  are  usually  about  25  per 
cent  down  and  a  five  year  payment;  that  efforts  have  been 
made  in  recent  years  to  better  those  terms  and  he  is  rather 
of  the  opinion  that  they  could  purchase  equipment!  on  better 
terms  than  that  now  and  that  the  rate  of  interest  would 
probably  be  6  per  cent  (Tr.  p.  735). 

In  answer  to  questions  by  Mr.  Flehartv,  Mr.  Hhnna  testi¬ 
fied  (Tr.  735)  that  previous  to  asking  for  the  rate  of  fare 
named  in  the  application  he  made  estimates  based  upon 
the  10  cent  straight  cash  fare  and  based  upon  the  10  cent 
cas /  and  3  tokens  for  25  cents;  that  the  10  cent  cash  gave 
approximately  7  per  cent  on  the  Company’s  value,  possibly 
a  little  more  assuming  certain  amount  of  loss  in  passen¬ 
gers;  that  the  increased  riding  would  not  be  very  much 
greater  if  the  fare  were  lowered;  that  was  shown  very 
definitely  by  the  curve  where  the  fare  changes  were  plotted 
with  the  changes  in  the  number  of  passengers  carried  and 
where  there  was  no  indication  of  any  change  in  the  pas¬ 
senger  rate  accompanying  the  two  decreases  in  falres  which 
the  Company  has  experienced.  (Tr.  736).  That  at  some 
time  or  other  we  will  reach  the  bottom  of  this  loss  in  pas¬ 
sengers  and  that  the  increase  then  in  the  population  of  the 
City  will  be  reflected  in  increased  passengers  on  the  cars. 
We  have  had  the  increase  in  population  in  the  city  during 
the  period  when  the  number  of  passengers  has  been  falling 
off  but  we  cannot  continue  to  have  the  same  rate  of  increase 
in  the  use  of  automobiles,  the  city  will  not  hold  them.  The 
passengers  transportation  of  the  modern  city  ^annot  be 
taken  case  of  by  private  automobiles.  (Tr.  739.!)  In  the 
future  as  in  the  past  cities  must  depend  upon  public  trans¬ 
portation  vehicles  to  a  very  large  degree  and  it  is  his 
542  firm  opinion  that  it  cannot  be  taken  care  of  by  buses 
either  now  or  at  any  future  time,  because  buses  are 
not  as  economical  a  means  of  transportation  as  street  cars. 
He  meant  economical  there  not  so  much  from  the  cost  of  it 
as  in  the  use  of  the  facilities,  the  use  of  the  streets.  Street 
cars  carry  passengers  mor-  economically,  measured  in  the 
amount  of  street  surface  than  any  other  form  of  vehicle 
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that  lias  yet  been  used,  except  of  course  elevated  structure 

and  subwavs.  For  that  reason  lie  is  convinced  that  the 
* 

street  car  is  not  going  to  disappear  from  the  streets  but 
that  it  will  continue  to  form  an  important  part  of  city  life. 

Mr.  Hanna  further  testified  that  between  January  1  and 
January  15th  of  each  year  from  1924  to  1929,  except  1927, 
when  there  was  a  delay  in  obtaining  license  plates,  the 
number  of  automobile  licenses  issued  in  his  judgment 
fairly  represented  the  number  of  machines  owned  at  the 
close  of  the  preceding  year. 


1924 

1925 

1926 

1927 

1928 

1929 


52,652 
66,731 
74,670 
no  data 
88,754 
98,459 


In  answer  to  a  question  by  Mr.  Young  (Tr.  752),  Mr. 
Hanna  computed  that  as  of  January  1,  1923  there  was  in 
the  District  of  Columbia  one  automobile  for  each  9.03  per¬ 
sons;  in  1924,  7.30:  in  1925,  6.67 :  in  1926,  6.47 ;  in  1927,  6.8 
and  in  1928,  5.6.  This  computation  he  based  upon  the  num¬ 
ber  of  licweses  issued  up  to  January  15th  of  each  year  and 
on  the  assumption  that  they  represent  the  number  of  auto¬ 
mobiles  actually  in  use  January  1st. 

Mr.  Hanna  further  testified  (Tr.  752)  with  respect  to 
Exhibit  No.  17  that  it  was  prepared  to  show  amongst  other 
things  the  fact  that  the  Company  has  succeeded  to  a  cer¬ 
tain  extent  in  counteracting  the  loss  of  revenue  by  econ¬ 
omies  which  have  been  put  into  effect;  that  since  1922  the 
operating  revenues  have  decreased  $649,996  or  a 
543  little  more  than  12  per  cent  while  the  operating  ex¬ 
penses,  rentals  and  taxes  gave  decreased  $207,000  in 
spite  of  the  fact  that  during  that  period  the  largest  single 
item  of  expense  which  the  Company  has  to  meet,  con¬ 
ductors’  and  motormen’s  wages  have  increased.  This  is 
a  reduction  in  operating  expenses,  rentals  and  taxes  of  5.7 
per  cent  and  the  total  car  and  bus  miles  increased  1.6  per 
cent,  while  street  car  miles  only  have  decreased  12.4  per 
cent.  Various  efforts  have  been  made  to  reduce  operating 
expenses ;  that  there  has  been  no  endeavor  to  reduce  rages, 
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except  that  at  one  wage  arbitration,  at  the  suggestion  of 
the  Chairman  of  the  Public  Utilities  Commission  tlie  Com¬ 
pany  asked  for  a  slight  decrease  in  wages  which |  was  to 
counteract  an  application  for  an  increase  in  wages.  Gen¬ 
erally  speaking,  there  has  been  no  effort  to  decrease  wages 
nor  should  any  have  been  made  (Tr.  755).  During  the 
period  from  1925  to  1928  one  increase  in  wages  w$s  made 
as  the  result  of  an  arbitration.  Two  other  arbitrations 
have  resulted  in  no  increase.  In  the  other  years  the  Com¬ 
pany  has  signed  up  agreement  with  the  men  without  any 
increases.  This  year  when  the  contract  expired  anfl  a  new 
one  was  signed  there  were  some  allowances  made  Which  in¬ 
volved  some  additional  expenditure  which  shows  lup  to  a 
certain  extent  in  comparison  of  conductors’  and:  motor- 
men’s  payroll  on  the  exhibits  (Tr.  756).  Three  yOars  ago 
a  new  contract  was  made  also  with  some  minor  modifica¬ 
tions  of  the  same  nature.  The  wages  of  other  employees 
have  not  been  changed  materiallv.  i 

Several  other  schemes  for  improving  the  efficiency  and 
economy  of  operation  have  been  tried.  For  instance  a  re¬ 
duction  in  the  number  of  labor  hours  on  track  Renewals 
previously  referred  to  but  this  has  reference  to  expendi¬ 
tures  chargeable  to  capital  and  to  depreciation,  I  but  the 
same  principle  applies  as  well  as  to  a  certain  degree  to  the 
regular  operating  force  and  there  have  been  savings  made 
there  and  economies  effected. 

On  the  other  hand  the  increase  in  traffic  on  the  streets 
has  necessarily  kept  more  inspectors  on  the  street  than  for¬ 
merly  to  keep  the  cars  moving  during  the  rush  hours. 
There  was  put  into  effect  a  little  over  a  year  ago'  a  more 
or  less  general  change  in  the  routing  of  cars  dujring  the 
non-rush  hours  which  it  was  estimated  would  save 
544  about  $35,000  per  year  (Tr.  758).  During  | the  first 
part  of  the  year  that  estimate  was  justified.  On 
account  of  the  falling  off  in  passengers  it  is  possible  to 
make  some  reduction  in  service  anyway  but  thev  are  no¬ 
where  near  in  proportion  to  the  falling  off.  The  falling  off 
in  rush  of  the  traffic  makes  it  possible  to  cut  the  service  at 
certain  times  and  occasionally  it  is  possible  to  cut  some 
service  during  the  non-rush  hours.  Except  in  connection 
with  this  rerouting  plan  the  base  headways  were  not 
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changed  on  any  line.  On  the  Chevy  Chase  Line  and  the 
line  to  Takoma  the  service  was  increased  by  that  rerouting 
because  both  of  these  lines  were  showing  a  tendency  for 
traffic  to  increase  rather  than  decrease  and  it  was  neces¬ 
sary  to  put  back  some  of  the  service  which  was  taken  off 
in  connection  with  that  rerouting  and  it  was  not  possible  to 
maintain  the  full  amount  of  savings  because  of  complaints 
that  were  received  in  connection  with  the  changes  (Tr. 
759).  One  of  the  most  important  factors  in  making  any 
schedule  is  to  give  the  best  possible  working  conditions  to 
the  men  in  order  to  keep  them  and  at  the  same  time  keep 
down  the  actual  cost  for  platform  labor.  While  the  con¬ 
tract.  with  the  men  does  not  provide  for  any  mimimum 
wage  it  does  provide  for  certain  overtime  allowances. 

The  coasting  device  was  one  source  of  economy  that  was 
put  into  effect  before  the  period  named,  somewhere  in 
1920  and  they  were  used  until  August  1928.  They  definitely 
showed  their  value  in  the  early  days  of  their  use  and  the 
economies  effected  during  the  first  4  or  5  years  paid  for 
them.  In  the  last  2  or  3  years  however,  their  effective¬ 
ness  has  been  largely  lost,  whether  permanently  or  tempo- 
rarilv  lie  does  not  know,  due  almost  entirelv  to  the  in- 
creased  traffic  congestion  in  the  streets.  This  was  a  de¬ 
vice  (Tr.  760)  that  measured  the  amount  of  time  the  motor- 
man  operated  his  car  with  both  power  and  brakes  cut  off, 
the  intention  being  to  encourage  him  to  save  power.  With 
increased  congestion,  the  difficulty  of  maintaining  the  sched¬ 
ule,  it  became  more  and  more  difficult  for  the  men  to  keep 
up  the  records  which  they  had  established  in  the 
545  past  as  shown  by  the  coasting  recorder,  and  the  rate 
of  coasting  fell  off  in  spite  of  the  efforts  to  keep  it 
up  so  that  the  current  consumption  per  car  mile  increased 
somewhat  in  proportion.  It  was  finally  decided  to  abandon 
the  use  of  the  device  for  the  time  being  but  if  traffic  con¬ 
ditions  were  different  they  would  still  fuUfiH  their  purpose. 
The  question  of  safety  and  speed  came  into  conflict  as 
they  always  do  and  there  was  instituted  a  safety  campaign 
about  3  or  4  years  ago.  There  was  difficulty  in  keeping 
the  men  interested  both  in  safety  and  in  coasting  because 
they  felt  that  the  two  things  did  not  work  together.  The 
safety  campaign  was  put  in  and  has  undoubtedly  saved 
considerable  money  in  the  settlement  of  accident  claims 
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as  is  shown  by  the  records  available  to  the  Conimission 
(Tr.  761).  It  was  not  found  possible  to  materially  cht  down 
the  number  of  people  employed  in  any  department!,  except 
in  the  track  and  roadway  department  and  that  ivas  due 
largely  to  the  labor  saving  devices  installed.  The  I  number 
of  employees  in  the  general  offices  has  increased  since 
the  beginning  of  the  period  because  the  requirements  for 
clerical  work  are  steadilv  increasing  and  that  I  is  true 
whether  the  business  is  going  up  or  down  and  is  jthe  gen¬ 
eral  experience  in  other  lines  of  business.  Quite  a  little 
of  this  increase  is  due  to  the  increasing  number  of  re¬ 
ports  and  the  nature  of  the  reports  which  are  required 
to  be  made  to  the  Public  Utilities  Commission.  The  or¬ 
ganization  of  The  Capital  Traction  Company  is  a  simple 
one;  and  will  stand  comparison  in  simplicity  and  jhe  num¬ 
ber  of  employees  with  any  other  that  he  knows.  Tf  he  num¬ 
ber  of  general  officers  is  few  as  shown  by  the  list.  The 
number  of  general  office  employees  is  comparatively  few. 
It  is  a  small  property,  but  in  many  respects  it  lias  to  go 
through  the  same  experience  and  do  the  same  amount  of 
work  as  if  the  property  were  five  or  six  times  as  large  (Tr. 
763).  While  on  the  other  hand  certain  of  the  office  work 
is  of  course,  in  proportion  to  the  size,  such  as  t)ie  check¬ 
ing  up  of  the  conductors’  manifests,  but  it  takes  j  as  much 
time  and  labor  for  instance,  to  analyze  an  operating  ex¬ 
pense  account  of  two  or  three  million  as  it  would  one  of 
ten  or  fifteen  million. 

546  There  are  only  two  possible  ways  to  increase  net 
income,  one  is  to  increase  the  gross  and  the  other  to 
decrease  the  expense.  There  has  been  done  what!  could  be 
done  to  increase  the  gross.  Efforts  have  been!  made  to 
make  the  service  attractive  and  the  service  furnished  to¬ 
day  is  better  than  it  was  7  years  ago  in  many  respects.  Ef¬ 
forts  have  been  made  to  give  diversified  service  bv  use  of 
the  25  cent  coach  line  and  by  the  use  of  chartered  buses 
and  things  of  that  sort.  The  equipment,  while  it  is  old — 
none  has  been  purchased  in  10  years,  is  well  maintained 
and  is  in  good  condition  (Tr.  764).  As-  an  experiment  a 
few  cars  were  revamped  to  see  whether  any  morb  revenue 
could  be  gotten  out  of  them  than  out  of  the  others.  That 
experiment  was  not  very  successful,  although  Inhere  was 
some  indication  that  these  six  cars  were  more  popular  than 
the  others. 
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As  a  very  large  part  of  the  total  operating  expenses  is 
labor,  if  von  cannot  decrease  wages,  the  onlv  wav  to  save 
expense  is  to  employ  fewer  people  and  the  only  way  fewer 
people  can  be  employed  to  any  marked  degree  in  this  busi¬ 
ness  is  the  substitution  of  one  man  cars  for  two  men  cars 
and  why  that  was  not  done  has  already  been  explained  very; 
fully.  If  it  were  possible  to  speed  up  the  cars  it  would 
result  in  a  direct  proportionate  saving  of  cost  but  it  can 
not  be  done  because  of  delays  and  slow  speed  today  due 
to  waiting  at  the  corners  either  for  a  policeman  or  for  a 
traffic  light  or  for  other  traffic  to  get  out  of  the  way  (Tr. 
765). 

The  conversion  or  adaptation  of  the  present  two  men 
cars  into  one  man  cars  is  not  a  practical  scheme.  One  man 
cars  in  order  to  meet  the  necessary  conditions  should  have 
special  devices,  safety  devices,  to  take  care  of  the  condi¬ 
tion  arising  when  the  one  and  sole  man  in  charge  should 
become  temporarily  disabled.  They  should  have  devices 
for  allowing  passengers  to  leave  by  the  rear  end,  particu- 
larlv  if  thev  are  big  cars.  The  sort  of  car  that  is  well 
adapted  for  one  man  operation  is  shown  very  well  in  Wash¬ 
ington  by  the  latest  type  of  car  used  by  the  Washington 
Railway  &  Electric  Company.  There  are  other  changes 
that  have  been  developed  since  these  cars  were 
547  bought.  Some  of  them  are  more  or  less  experi¬ 
mental  and  some  have  been  proven.  The  latest  type 
cars  in  use  elsewhere  are  very  light  with  relatively  power¬ 
ful  motors  with  rapid  acceleration,  powerful  brakes  for 
rapid  breaking  and  a  more  luxurious  type  of  seat.  They 
are  built  for  one  man  operation  and  designed  for  rapid 
entrance  and  exit  with  a  separate  exit  controlled  by  the 
operator  (Tr.  768). 

Witness  Heberle  testified  that  the  1928  single  sum  figure 
•  of  $26,080,144.72  includes  properties  outside  the  District 
of  Columbia  added  to  fair  value  since  January  1,  1925; 
assessment  for  water  main  abutting  property  at  Chevy 
Chase  Lake,  Maryland,  $3,008.18;  portable  steel  garage  in¬ 
stalled  on  rented  lot  in  Takoma  Park  to  house  busses, 
$578.73;  and  cost  of  removing  tracks  and  repairing  track 
space  on  Carroll  Avenue,  Takoma  Park,  Maryland,  (leased 
line)  $7597.69;  and  balance  on  said  portable  garage,  $1.22, 
making  a  total  of  $11,320.64  (Tr.  p.  841) ;  that  they  began 
the  practice  of  charging  40  per  cent  of  labor  in  connec- 
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tion  with  track  reconstruction  and  maintenance  January  1, 
3920,  that  between  July  1,  1914,  and  January  1, 11920,  the 
total  cost  of  labor  on  track  reconstruction  jobs  charged  to 
capital  account  was  $170,080.47,  that  40  per  cent  of  that 
amount  is  $68,032.19  (Tr.  p.  848) ;  that  in  1927  the  Wash¬ 
ington  Railway  and  Electric  Company  reconstructed  the 
joint  tracks  on  Massachusetts  Avenue  between  G  Street 
and  Union  Station  Plaza  and  billed  the  Capital  j  Traction 
Company  one-half  the  cost,  that  the  amount  of  thb  bill  was 
charged  to  capital  account  (less  the  amount  of  the  retire¬ 
ment),  that  40  per  cent  of  one-half  the  labor  charge  (Capi¬ 
tal  Traction  Company’s  proportion)  would  amount  to 
$3,382.14  (Tr.  p.  848) ;  that  they  consider  that  th|e  failure 
of  the  Public  Utilities  Commission  to  object  to  tjheir  sys¬ 
tem  of  accounting  constitutes  approval  thereof,  but 
548  there  has  never  been  an  order  entered  by  the  Com¬ 
mission  approving  any  of  their  entries  (Tr.jp.  853) ; 
that  a  study  of  their  valuat  ion  records  indicates  I  that  the 
tracks  on  Twenty-fifth  and  Twentv-sixth  Streets!,  North- 

•  ,7 

west,  are  included  in  their  value  at  approximately  $169,- 
000.00,  including  special  work  at  Twenty-fifth  and  Gl  Streets, 
Twentv-sixth  and  C  Streets,  Twentv-fifth  Street  arid  Penn- 
sylvania  Avenue,  and  Twenty-sixth  Street  and  Pennsylva¬ 
nia  Avenue,  and  taking  the  entire  layout  of  special  work 
in  each  case  and  making  no  allowance  for  tangent  tracks 
or  curve  tracks  that  would  be  there  without  such  work  (Tr. 
p.  855-856);  that  the  Company’s  value  includes  $ll|9, 668.46 
for  the  Grace  Street  power  house,  including  land  and  over¬ 
heads  (Tr.  p.  859),  but  not  including  the  road  department 
storeroom  on  the  east  (Tr.  p.  858) ;  that  part  of  tlije  Grace 
Street  power  station  building  is  rented  and  the  tent  re¬ 
ceived  is  included  in  their  operating  revenues  and!  income 
available  for  return  (Tr.  p.  S60) ;  that  the  track  from  First 
and  East  Capitol  Streets  to  First  and  B  Streets,!  South¬ 
east,  was  constructed  in  1908,  that  the  track  froiji  First 
and  B  Streets,  Southwest,  to  Garfield  Monument  was  con¬ 
structed  in  the  year  1920,  that  the  curves  at  Garfield  Monu¬ 
ment  were  constructed  in  the  year  1911,  that  the  tangent  at 
Garfield  Monument  was  1892  cable  construction,  rerailed 
in  1907,  that  the  track  from  Garfield  Monument  to  Peace 
Monument  was  constructed  in  the  year  1919,  that  the  track 
from  Peace  Monument  to  First  and  C  Streets,  Northwest, 
was  1892  cable  construction,  rerailed  in  1907,  that  part  of 
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the  Shops  Building  at  3222  M  Street,  Northwest,  was 
erected  in  1878  and  1879  and  was  partially  rebuilt  in  1890, 
that  the  present  paint  shop  was  constructed  in  1906  and 
1907,  the  heating  plant  and  boiler  room  added  in  1912  and 
1913,  a  storage  building  was  constructed  in  1927,  and  minor 
additions  to  the  property  made  in  other  years,  that  the 
garage  building  near  First  and  B  Streets,  Southwest,  was 
erected  in  1885  and  used  as  a  horse  car  barn,  that  use  for 
this  purpose  was  discontinued  in  1892  and  the  value  of  the 
property  carried  in  non-operating  miscellaneous 
549  physical  property  until  1925  when  said  building  was 
placed  in  service  as  a  bus  garage  (Tr.  pp.  866-867- 
868) ;  that  “we  have  twelve  longitudinal  seat  street  cars  at 
the  present  time.  These  are  now  being  changed  and  cross 
seats  installed  in  place  of  longitudinal  seats/’  (Tr.  p.  870) ; 
that  as  to  the  tracks  on  F  Street,  G  Street,  Twenty-fifth 
Street  and  Twenty-sixth  Street,  the  condition  of  the  track 
on  F  Street,  Seventeenth  Street  to  Eighteenth  Street,  is 
excellent,  but  the  remainder  is  not  in  very  good  condi¬ 
tion  (Tr.  p.  871),  that  both  tracks  from  Otis  Street  to  De¬ 
catur  Street  on  Fourteenth  Street,  Northwest,  are  not  in 
good  condition  and  are  in  their  tentative  rebuilding  pro¬ 
gram  for  1930,  that  both  tracks  from  Decatur  Street  to 
Colorado  Avenue  are  in  fair  condition  (Tr.  p.  872),  that  the 
track  on  Pennsylvania  Avenue  from  Seventh  Street  east 
to  Peace  Monument  is  in  better  than  fair  condition  (Tr. 
p.  872) ;  that  the  condition  of  the  track  in  front  of  the  White 
House  is  generally  good  but  there  are  several  joints  that 
need  attention  (Tr.  p.  872),  that  the  tracks  on  Eighteenth 
Street,  U  Street  to  Columbia  Road,  were  rebuilt  in  1918  and 
are  in  good  condition  (Tr.  p.  873),  that  the  tracks  on  the 
Calvert  Street  Bridge  were  rebuilt  in  1922  and  are  in  ex¬ 
cellent  condition;  from  the  bridge  to  Connecticut  Avenue, 
a  very  short  stretch,  the  tracks  are  in  fair  condition  (Tr. 
p.  873). 

Witnesses  Hanna  and  Heberle  testified  that  in  their  opin¬ 
ion  the  best  form  of  yoke  to  use  at  the  present  time  is  the 
flat  bottom  yoke,  the  bottom  of  which  extends  practically 
all  the  way  across  its  length,  but  that  from  this  it  does  not 
follow  that  the  yokes  previously  used  are  not  satisfactory 
for  their  purpose  (Tr.  875) ;  that  they  are  replacing  sur¬ 
face  rail  on  Pennsylvania  —  in  front  of  the  District  Build¬ 
ing  without  replacing  yokes  which  are  of  the  type  formerly 
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used;  that  on  account  of  engineering  questions;  involved 
the  type  of  rail  used  will  be  dependent  to  a  degree  upon 
the  type  of  yoke  which  is  in  use;  and  the  particular  type 
of  rail  being  used  in  this  construction  work  is  not!  the  same 
that  they  used  two  or  three  years  ago  on  a  complete 
549 renewal  because  the  heavier  rail  is  not  suitable 
for  use  on  this  particular  type  of  yoke  (Tr.  p.  876) ; 
that  about  77  per  cent  of  their  main  line  conduit  track  is 
not  laid  with  yokes  other  than  their  present !  standard 
(Tr.  p.  877) ;  that  9.9  per  cent  of  the  main  line  track  in 
the  District  of  Columbia  is  laid  with  thermit  weld  joints 
but  that  they  have  a  great  deal  of  track  laid  With  other 
types  of  joints  which  is  in  excellent  condition  at!  the  pres¬ 
ent  time  (Tr.  p.  877) ;  that  3  per  cent  of  their  main  track 
conduit  is  laid  with  six  inch  slot  rail  of  a  type  Which  they 
no  longer  purchase  (Tr.  p.  877);  that  a  careful  search  of 
their  valuation  records  at  this  time  discloses  ail  item  of 
$5796  for  overheads  on  single  track  cars,  which  it  would 
now  appear  should  have  been  removed  at  the  tfme  these 
cars  were  retired  at  their  fair  value  (Tr.  p.  904) ;  jthat  their 
open  cars  were  regularly  operated  up  to  and  j  including 
the  summer  of  1919,  that  seven  of  them  were  operated  for 
a  short  time  in  Mav  of  1923,  but  it  would  be  failr  to  state 
that  the  cars  were  not  operated  in  regular  service  between 
1920  and  the  time  they  started  to  operate  six  of  them  regu¬ 
larly  in  1929  (Tr.  p.  904) ;  that  approximately  $38,799.37 
is  included  in  valuation  for  coasting  recorders  (Tr.  p.  905) ; 
that  6  per  cent  of  land  of  the  Company  located! in  Chevy 
Chase,  Maryland,  is  charged  to  District  of  Columbia  valu¬ 
ation  and  the  whole  value  is  $28,237.11  (Tr.  p.  906) ;  that 
the  Company  for  the  maintenance  and  operation!  of  coast¬ 
ing  recorders  spent  in  1928,  $3156,  in  1927,  $5244,  and  in 
1926,  $6090,  all  of  which  were  included  in  operating  ex¬ 
penses  for  the  before  mentioned  years  (Tr.  p.  916). 
550  (T.  R.  840:)  Commissioner  Hartman  having  previ¬ 

ously  asked  certain  questions  which  could  not  be 
answered  by  the  witness,  Mr.  Heberle,  without  &n  exami¬ 
nation  of  the  books  and  records  of  the  Company  it  was  un¬ 
derstood  and  agreed  that  the  answer  would  be  submitted 
at  a  later  date. 

Whereupon  Mr.  Heberle  stated  the  questions  |  as  asked 
by  Commissioner  Hartman  either  orally  or  in  writing  and 
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gave  his  answers  thereto  which  will  be  found  at  pages 
840  to  917,  inclusive,  of  the  transcript  of  record  filed  herein. 
This  testimony  is  not  digested  here  for  the  reason  that  no 
worth  while  abbreviations  could  present  the  testimony  in 
a  way  that  would  be  intelligible. 

T.  R.  918:)  Whereupon  there  was  offered  and  admitted 
in  evidence  on  behalf  of  the  Capital  Traction  Company  ex¬ 
hibit  No.  35  writh  respect  of  which  Mr.  Hanna  testified  that 
it  was  introduced  in  compliance  with  a  request  of  Chair¬ 
man  Patrick  and  consists  of  a  table  showing  the  price  va¬ 
riations  by  index  figures  as  of  December  31  for  the  years 
1918  to  1928,  inclusive  of  materials  purchased  by  the  Com¬ 
pany  during  that  period  as  taken  from  the  purchasing 
agent’s  report  that  it  is  merely  exhibit  No.  30  carried  back 
to  1918;  that  is  as  far  back  as  there  was  data  available, 
1914  price  being  taken  as  100. 

Thereupon  there  was  offered  and  admitted  in  evidence 
exhibit  No.  36  on  behalf  of  the  Capital  Traction  Company 
with  respect  of  which  Mr.  Hanna  testified  that  it  was  com¬ 
piled  and  submitted  in  compliance  with  a  request  of  the 
Commission  and  shows  and  gives  the  average  annual  wages 
paid  by  the  Company  for  the  years  191S  to  1928,  inclusive, 
with  indices  taking  *1918  as  100;  that  the  exhibit  includes 
all  of  the  employees  except  the  president,  vice  president, 
secretary,  treasurer  and  attorneys,  but  does  not  separate 
the  employees  into  classes.  This  exhibit  is  made  up  from 
a  statement  which  the  Company  got  out  for  its  own  infor¬ 
mation  as  of  December  31st  of  each  year  giving  the  name 
and  rating  of  each  employee  of  the  Company  with  the  ex¬ 
ception  of  conductors  and  motormen  and  the  construction 
force — men  who  are  not  regularly  employed ;  that  the  base 
rate  for  common  labor  has  not  changed  since  1924,  but  this 
does  not  include  men  that  are  employed  on  the  labor  con¬ 
struction  jobs.  It  has  only  to  do  with  the  operat- 
551  ing  organization.  It  will  be  seen  that  taking  De¬ 
cember  31,  1918  as  100,  1924  was  124.2 ;  1925,  123.8 ; 
1926,  125.4;  1927,  125.2  and  1928,  125.8  (T.R.  920).  There 
were  very  minor  changes  in  the  last  few  years  and  any  in¬ 
crease  might  be  due  to  individual  increases,  but  the  state¬ 
ment  shows  the  trend  of  the  Company’s  labor  cost  in  the 
last  two  years  in  the  operating  force. 

In  answer  to  questions  by  Mr.  Clayton,  Mr.  Hanna  testi¬ 
fied  that  the  exhibit  showed  nothing  with  respect  to  hours 
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of  labor;  that  the  exhibit  is  based  not  on  th^  payments 
made  but  on  the  rate  of  wages  paid.  j 

Thereupon  there  was  offered  and  admitted  in  evidence 
exhibit  No.  37  with  respect  of  wffiich  Mr.  Hanna  testified 
that  it  is  a  statement  showing  total  wages  fot  the  years 
1918  to  1928,  inclusive,  giving  first  total  wages  and  salaries, 
second,  wages  and  salaries  charged  to  operating  expenses, 
third,  wages  of  trainmen,  fourth,  wages  of  bus;  operators. 

Whereupon  (Tr.  923)  there  was  offered  and  admitted 
in  evidence  exhibit  38  with  respect  of  which  Mr.  Hanna 
testified  that  it  is  in  the  nature  of  an  analysis!  of  a  great 
many  track  construction  jobs  from  1916  to  date.  In  each 
of  these  jobs  the  length  in  feet  of  track  is  given,  the  labor 
cost  per  foot  of  track,  the  hauling  cost  per  foot  of  track, 
the  material  cost  per  foot  of  track  and  the  total  cost.  The 
costs  are  capitalized  costs  and  the  40  per  cent  labor  charged 
to  operating  expense  is  not  included.  It  is  submitted  in 
pursuance  of  a  suggestion  made  by  Commissioner  Hartman 
in  an  attempt  to  indicate  and  possibly  to  measure  the  im¬ 
provement  in  efficiency  of  the  track  reconstruction  force 
during  the  period  stated  and  particularly  to  brijig  out  the 
fact  that  the  labor  hours  in  comparing  the  jobs,  shown  on 
this  exhibit  with  each  other  there  are  a  number  ;of  factors 
to  be  taken  into  consideration  which  do  not  show  on  its 
face ;  that  in  practically  every  instance  the  shorter  jobs  are 
much  more  expensive,  particularly  in  labor  costjs  because 
they  do  not  have  the  organization  that  was  possible  on 
the  larger  jobs  (Tr.  824).  The  surprising  thing  in  the  ex¬ 
hibit  is  the  relatively  low  labor  hours  per  foot  of  track  back 
in  the  1916  job  which  is  probably  due  to  the  fact  that  labor 
generally  was  more  efficient  then.  It  was  afterwards  that 
more  work  was  gotten  out  of  the  sort  of  men  that  did 
552  this  particular  kind  of  work.  Attention  should  be 
called  to  the  job  at  Fifteenth  Street,  Pennsylvania 
Avenue  and  New  York  Avenue,  1192  feet,  where  jthe  labor 
hours  are  quite  high  and  the  cost  is  high.  That  was  because 
it  wras  a  rush  job  in  a  very  busy  part  of  town  and  the  fact 
that  it  was  more  important  that  it  should  be  gotten  through 
with  in  a  hurry  than  the  cost. 


In  answer  to  a  question  by  Commissioner  Hartman,  Mr. 
Hanna  testified  that  in  1921  the  total  labor  cost  of  rebuild¬ 


ing  track  on  Fourteenth  Street  between  Clifton  Street  and 
Park  Road  was  $6.21  or  15%  labor  hours  per  foot  of  track; 
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that  the  actual  amount  per  foot  charged  to  capital  account 
(representing  60  per  cent  of  the  total  labor  cost)  was  $3,727 
per  foot  while  the  corresponding  figure  for  similar  work  on 
First  Street  and  B  Street  in  1920  was  $10.66  or  23.4  labor 
hours  per  foot  of  track.  Sixty  per  cent  of  this,  or  $6,397 
per  foot  was  charged  to  capital  account  and  the  remainder 
to  maintenance.  Different  conditions  found  on  these  two 
jobs  greatly  affected  the  labor  costs.  The  base  rate  for 
common  labor  prevailing  on  the  14th  Street  job  in  1921 
was  40.7  cents  per  hour  while  in  1920  on  the  First  and  B 
Street-  job  it  was  45.48  cents  per  hour.  There  was  a 
marked  reduction  in  the  price  of  common  labor  between 
1920  and  1921,  also  the  track  on  First  and  B  Streets  is 
located  immediately  next  to  the  curbing  of  the  United  States 
Capitol  grounds  which  very  materially  increased  the  labor 
hours  per  foot  of  track  as  it  was  not  possible  to  pile  exca¬ 
vated  material  or  new  material  on  the  side  adjacent  to  the 
Capitol  grounds  and  thew  had  to  be  handled  twice  before 
loading  and  the  new  material  was  necessarily  stored  on  the 
far  curb  or  in  the  adjacent  intersecting  streets.  On  14th 
Street  these  conditions  did  not  exist.  The  fact  that  the 
track  on  B  Street  is  located  on  a  rather  severe  grade  also 
added  to  the  cost  of  placing  the  iron  work.  The  difference 
between  jobs  No.  5010  in  1922  and  1236  in  1921,  to  which 
attention  was  called  by  Commissioner  Hartman,  was 
553  that  in  job  No.  5010  the  labor  cost  was  $19.46  per 
foot,  of  which  $17.40  was  charged  to  capital  account 
and  the  balance  to  maintenance,  while  in  job  No.  1236  the 
labor  cost  was  $23.11  per  foot,  of  which  $20.63  was  charged 
to  capital  and  the  balance  to  maintenance. 

Mr.  Hanna  submitted  a  tabulated  analysis  of  these  two 
jobs  (T.  R.  927)  with  respect  to  which  he  testified  that  the 
slight  difference  in  the  labor  hours  per  foot  of  track  was 
due  partly  to  the  fact  that  one  job  was  located  in  a  com¬ 
paratively  busy  business  section  as  compared  to  the  other 
and  did  reflect  a  slightly  lessened  deficiency  in  the  gangs 
and  also  to  the  difference  in  the  labor  rate  per  hour.  The 
difference  in  the  cost  of  material  per  foot  is  due  to  a  differ¬ 
ence  in  the  price  paid  for  materials  in  the  two  years.  It  is 
true  that  during  the  night  of  May  14, 1927  1545  feet  of  track 
on  Pennsylvania  Avenue  was  changed  and  on  June  24  of 
the  same  year  1575  feet,  an  increase  of  more  than  300  feet 
over  previous  high  record.  The  cost  of  track  construction 
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or  reconstruction  was  materialy  reduced  by  the  use  of  labor 
saving  devices  and  by  increased  efficiency  of  th£  organiza¬ 
tion.  Were  is  not  for  this  reproduction  value  of  the  track 
today  would  be  much  higher  than  that  shown  in  the  valu¬ 
ation  (T.  R.  928).  ! 

Thereupon  there  was  offered  and  admitted  in  evidence 
exhibit  No.  39,  giving  an  analysis  of  non-operating  income 
for  the  year  1928  and  the  sources  from  which  it  i?  operated. 
Mr.  Hanna  testified  that  he  wished  to  correct  aj  statement 
made  by  him  previously  to  the  effect  that  no  property  not 
used  and  useful  for  electric  railway  operations  whs  included 
in  the  Company’s  value;  that  as  a  matter  of  fact  one  or 
two  small  amounts  of  land  are  included,  for  instance  the 
land  occupied  by  a  lunch  room  located  at  Water  and  0 
Streets,  about  20  by  35  feet  in  dimension  and  | the  parcel 
of  land  between  14th  Street  and  the  sub-station  building 
which  is  occupied  by  three  stores.  The  land  is  in  the  value, 
but  the  buildings  are  not ;  that  in  the  judgment  'of  the  wit¬ 
ness,  however,  the  inclusion  of  this  land  in  the  value  was 
entirely  proper.  It  was  included  by  the  Public  Utilities 
Commission  in  their  original  value.  The  land  on  wffiich 
the  lunch  room  stands  is  a  very  small  corner  of  a  large 

554  piece  of  property  and  the  lunch  room  is  rented  out 
under  certain  restrictions  that  it  is  used  by  the  Com¬ 
pany  ’s  own  employees.  The  14th  Street  property  referred 
to  was  purchased  as  a  whole,  a  sub-station  put  on  the  back 
of  it  fronting  on  an  alley  with  the  expectation  that  if  the 
need  for  power  grew  in  that  part  of  the  town  the  station 
could  be  readily  extended  to  the  front.  It  could  not  be  ex¬ 
tended  either  on  the  side  or  the  back.  The  little  triangle  of 
land  across  the  street  from  the  back  of  the  car  bhrn  at  14th 
and  Decatur  Streets  should  not  in  his  judgment  be  in¬ 
cluded  in  the  land  as  used  and  useful.  In  connection  with 
that,  however,  the  values  placed  on  all  the  land  included  in 
the  1928  valuation  are  the  valuations  placed  on  it  in  1919 
by  the  Public  Utilities  Commission  except,  of  cburse,  with 

respect  to  land  purchased  since  that  time.  (jT.  R.  931.) 

555  In  answer  to  a  question  by  Commissioner  Hart¬ 
man  Mr.  Hanna  placed  in  evidence  a  table  in  which 

there  had  been  computed  the  running  time  on  the  various 
divisions  of  the  road  giving  the  car  miles  per  car  hour  from 
1920  to  1928  inclusive  (Tr.  931).  In  1923  there  was  put 
into  effect  a  complete  set  of  new  schedules  with  a  consider- 

j 
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able  saving  in  running  time  and  with  curtailment  in  some 
of  the  base  headways  that  resulted  in  quite  a  little  saving 
but  they  very  soon  found  that  they  had  to  change  very  ma¬ 
terially  the  schedule  and  do  away  with  a  very  large  part  of 
the  savings  that  they  had  expected  to  make  because  the 
motormen  and  conductors  were  not  able  to  live  up  to  the 
schedules  as  planned.  He  explained  this  schedule  in  some 
detail  and  the  changes  that  had  been  made  from  time  to 
time.  This  schedule  shows  10.50  miles  per  car  hour  in  1928 
as  compared  with  10.54  in  1924  and  10.24  in  1922;  (Tr.  934) 
that  the  changes  that  have  recently  been  made  while  they 
appear  very  small,  have  something  to  do  with  traffic  lights ; 
that  in  spite  of  the  traffic  conditions  the  running  time  is 
less  now  than  in  1910  which  is  due  partly  to  the  fact  that 
in  1910  a  great  many  single  truck  cars  were  operated  that 
are  now  obsolete  and  which  did  not  have  the  power  and 
were  not  able  to  maintain  the  speed  that  is  possible  with  the 
present  cars  and  there  is  also  the  difference  in  the  allow¬ 
able  speed  on  the  streets  today  over  1910.  While  the  speed 
is  actually  better  today  then  18  years  ago,  it  is  relatively  not 
so  good  because  of  the  greater  increase  in  the  speed  of  the 
private  automobiles  (Tr.  936). 

Over  the  objection  and  subject  to  exception  made  and 
noted  on  behalf  of  The  Capital  Traction  Company  as  to 
questions  asked  by  Chairman  Patrick  (Tr.  937)  with  re¬ 
spect  to  what  future  economies,  if  any,  might  be  affected 
by  the  joint  use  of  the  street  railway  facilities  by  the  two 
operating  companies,  the  Commission  placed  in  evidence 
a  number  of  maps  identified  as  Exhibits  Nos.  40  to  94  in¬ 
clusive  and  Mr.  Hanna  testified  as  follows:  (Tr.  944)  that 
his  study  on  the  subject  of  possible  savings  due  to  joint 
operation  has  to  do  with  what  is  possible  under  existing 
law  and  not  what  might  be  possible  by  a  unification 
556  of  the  properties  because  the  Commission  at  present 
has  no  power  to  permit  a  unification  of  the  railway 
properties  without  action  by  Congress;  that  paragraph  3 
of  the  Public  Utilities  law  which  refers  to  the  joint  use 
of  facilities  of  utilities  doing  business  in  the  District  of 
Columbia  having  tracks,  conduits,  subways,  poles,  wires, 
switchboards,  exchanges,  works  or  other  equipment,  pro¬ 
vides  that  such  companies  shall  for  a  reasonable  compen¬ 
sation  permit  the  use  of  thos-  facilities  and  that  other  parts 
of  the  same  law,  that  is  amendments  thereto,  prohibit  the 
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merger  of  the  Companies  without  the  sanction  of  Congress. 
So  that  consideration  can  be  given  only  to  such;  economies 
as  might  follow  the  use  by  The  Capital  Traction  Company 
of  tracks  and  equipment  belonging  to  someone  else  or  vice 
versa.  For  there  is  nothing  in  the  law  that  provides  in  any 
way  for  the  joint  use  of  franchises.  That  he  is  advised  that 
this  Section  3  would  not  permit  or  make  possible  a  unified 
system  of  operation  of  the  Companies;  that  as  ^  practical 
matter,  irrespective  of  the  legal  questions  involved,  such 
a  system  of  operation  is  not  possible  without  a  iunification 
of  the  properties  themselves,  that  is  without  a  general  agree¬ 
ment  between  the  Companies  providing  specifically  for 
some  means  of  division  of  revenues.  For  instance,  the 
Washington  Railway  &  Electric  Company  has  a  line  from 
15th  and  H  Streets,  N.  E.  to  15th  Street  and  ;New  York 
Avenue,  N.  W.  terminating  in  a  stub-terminal^  they  also 
have  a  line  terminating  in  a  stub-terminal  a  short  block  away 
from  there  at  15tli  and  G  Streets.  The  Capital  Traction 
Company  has  3  lines  operating  passed  these  points  .  If  it 
might  be  thought  economical  to  operate  one  or  bqth  of  these 
line-  of  the  Washington  Railway  &  Electric  Company  con¬ 
tinuously  over  the  tracks  of  The  Capital  Traction  Company 
to  some  other  part  of  the  City  that  w^ould  not  constitute 
merely  the  use  of  The  Capital  Traction  Company’s  tracks 
by  the  Washington  Railway  &  Electric  Company  cars  or  vice 
versa,  but  would  contemplate  the  use  of  the  franchies  of  one 
company  by  the  other  and  it  would  be  an  absolute  impossi¬ 
bility  to  equitably  distribute  the  revenues  and  expenses  on 
a  line  so  operated.  While  the  Washington  Railway 
557  &  Electric  Company  and  The  Capital  Traction  Com¬ 

pany  have  been  operating  over  joint  tracks  in  certain 
streets  of  the  City  for  many  years,  they  have  been  jointly 
owned  tracks,  such  as  on  Florida  Avenue  between  7th  and 
9th  Streets  and  in  the  vicinity  of  the  Union  Station  and  the 
Capital  Grounds,  the  latter  being  built  under  the  direction 
of  a  specific  Act  of  Congress  which  gave  equal  rights  to  the 
two  Companies  over  such  streets.  There  is  also  joint  track¬ 
age  on  17th,  18th  and  19th  Street-,  N.  W.  used  by  both 
Companies  which  were  built  during  the  War  and  partly 
with  Government  aid  (Tr.  950).  If  there  were  another  such 
instance  as  that  of  Florida  Avenue  between  7th  and  9th 
Streets  where  the  Washington  Railway  &  Electric  Com¬ 
pany’s  cars  operated  over  the  tracks  of  The  Capital  Trac- 
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tion  Company  and  where  as  in  that  case  the  operation  would 
be  only  for  a  block  of  two  in  order  to  better  traffic  condi¬ 
tions  or  to  straighten  out  a  line  and  where  the  collections 
of  fares  would  not  be  important,  it  might  legitimately  be 
considered  in  connection  with  the  provisions  of  paragraph 
3;  that  just  such  a  situation  is  what  that  paragraph  is  in¬ 
tended  to  cover;  that  he  does  not  believe  that  there  is  any 
suggestion  that  could  be  made  where  any  considerable 
amount  of  monev  could  be  saved  or  any  considerable  better- 
ment.of  service  be  made  through  the  joint  use  of  tracks 
which  does  not  contemplate  a  complete  merger  of  the  lines 
of  these  Companies  (Tr.  952).  That  he  does  not  know  how 
much  could  be  saved  by  such  a  complete  unification;  that 
undoubtedly  material  savings  could  be  effected  by  such  a 
unification.  Some  savings  in  mileage,  some  in  overhead 
and  some  due  to  the  use  and  possibly  the  abandonment  of 
tracks  and  facilities  but  that  has  nothing  to  do  with  any¬ 
thing  that  can  be  done  under  existing  law ;  that  if  it  could 
be  shown  that  money  could  be  saved  today  by  the  joint  use 
of  tracks  (other  than  complete  unification)  it  would  be  a 
proper  subject  for  consideration  for  the  future  but  it  would 
not  affect  in  any  degree  the  present  situation  and  conditions. 
Nobody  can  tell  whether  such  a  proposition  would  save 
money  or  not,  or  if  so,  how  much,  or  whether  the 
558  traveling  public  would  be  satisfied  with  the  service 
as  it  might  be  changed.  (Tr.  953)  Those  who  have 
given  attention  to  the  various  situations  and  reports  that 
have  been  made  with  respect  to  a  complete  rerouting  of  the 
transportation  systems  in  the  City  know  how  difficult  a  job 
it  is  going  to  be  to  bring  about  something  that  will  be  satis¬ 
factory  to  the  public,  and  to  find  out  how  much,  if  anything, 
will  be  saved  by  it.  In  such  situations  some  experts  have 
advocated  the  operation  of  all  lines  by  through  routes  as 
far  as  possible,  star-ing  at  one  end  of  town  and  going 
through  to  the  other  and  other  experts  have  maintained  that 
that  is  wrong,  that  all  routes  should  terminate  in  the  center 
of  the  city ;  that  insofar  as  his  own  experience  goes  no  rout¬ 
ing  has  ever  been  changed  that  did  not  create  a  great  deal 
of  dissatisfaction  (Tr.  954) ;  that  he  doubts  very  much 
that  any  material  saving  could  be  effected  without  some 
sort  of  a  unification  of  the  properties;  that  the  people  of 
the  District  of  Columbia  are  entitled  to  the  best  street  rail¬ 
way  service  that  the  operating  agencies  can  render;  that 
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it  is  the  right  and  duty  of  the  Commission  to  insist  upon  the 
furnishing  of  the  best  street  railway  service  thaW  can  be 
rendered;  that  it  is  the  duty  of  the  Commission  to  do  all 
in  its  power  to  provide  for  the  rendering  of  this  service  at 
the  least  possible  cost  subject  to  the  limitations  of  law  in 
each  case.  (Tr.  957) 

Whereupon,  over  the  objection  and  subject  to  the  excep¬ 
tion  noted  on  behalf  of  The  Capital  Traction  Company, 
Commissioner  Ladue  offered  for  the  consideration  of  the 
Commission  and  there  was  marked  for  identification  as 
Exhibit  No.  98  a  document  purporting  to  be  a  draft  or  form 
of  unification  agreement  prepared  by  the  Commission  and 
asked  the  witness  whether  he  and  his  company  would  be 
willing  to  become  parties  thereto,  subject  to  any  minor 
modifications  to  which  the  Commission  could  agree.  To 
which  the  witness,  subject  to  said  objection  and  exception, 
replied  that  it  could  not  be  answered  by  him  on  behalf  of 
The  Capital  Traction  Company ;  that  he  had  no  suqh  author¬ 
ity;  (Tr.  960)  that  a  submission  of  such  an  agreement  to  the 
stockholders  would  require  a  very  considerable  jtime  and 
the  question  as  to  whether  it  would  or  would  not  be  so  sub¬ 
mitted  would  have  to  be  decided  by  the  Board  of  Di- 
559  rectors  of  the  Company;  that  said  document  had 
nothing  whatever  to  do  with  the  Company’s  pending 
application  for  increased  rates  of  fare. 

Mr.  Hanna  further  testified  (Tr.  965)  that  referring  to 
Exhibit  No.  26,  which  is  a  comparative  statement  of  oper¬ 
ations  in  22  of  the  largest  cities,  excluding  New  York,  and 

Exhibit  No.  18,  which  is  a  statement  on  a  car  mild  basis  ex- 

'  | 

eluding  depreciation,  of  20  companies  and  cities,  if  is  shown 
that  The  Capital  Traction  ranked  eighth  in  total  operating- 
expenses;  that  if  trainmen’s  wages  per  car  mile  are  elimi¬ 
nated  from  consideration  The  Capital  Traction  j  Company 
operating  expenses  would  be  15%  cents  per  car!  mile  and 
it  would  rank  No.  6.  Such  wages  should  be  excluded  be¬ 
cause  the  only  things  that  affect  them  are  the  rate;  of  wages, 
the  speed  of  operation  and  the  question  as  to  whether  or 
not  one  man  or  two  men  cars  are  to  be  used  and!  these  are 
the  only  elements  under  the  control  of  the  operating  Com¬ 
pany.  (Tr.  966) 

According  to  Exhibit  No.  26  the  gross  revenues  of  The 
Capital  Traction  Company  are  less  than  any  other  except 
the  San  Francisco  Municipal  Road  and  the  car  miles  op- 
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erates  are  less  than  that ;  that  naturally  with  a  small  road 
the  overhead  expenses  per  car  mile  are  greater  than  on  a 
large  road  and  the  same  is  true  with  respect  to  other  ex¬ 
penses  ;  that  The  Capital  Traction  Company  is  third  on  the 
list  in  the  matter  of  economy  in  cost  of  power  in  spite  of 
the  fact  that  it  has  what  is  known  as  an  old  power  station 
that  is  not  particularly  efficient;  that  most  of  the  other 
companies  purchase  their  power  under  contract;  that  these 
figures  are  exclusive  of  depreciation  because  of  the  very 
great  difference  in  the  methods  of  accwring  depreciation 
throughout  the  country;  (Tr.  967)  that  there  is  no  com¬ 
pany  other  than  The  Capital  Traction  Company  which  ac¬ 
crues  depreciation  on  the  sinking  fund  basis.  A  very  few 
accrue  on  any  age-life  basis.  In  view  of  the  fact  that  Wash¬ 
ington  is  the  only  city  with  a  conduit  system  the  show¬ 
ing  of  The  Capital  Traction  Company  as  to  operating  ex¬ 
penses  is  a  very  good  one  and  particularly  so  when  the  size 
of  the  property  is  taken  into  consideration;  that  of  those 
who  operate  cheaper  Indianapolis  has  a  low  wage 
560  rate  and  considerable  one  man  car  operation;  Kan¬ 
sas  City  has  a  very  large  one  man  car  operation; 
Milwaukee  has  a  third  one  man  car  operation  and  is  a  great 
deal  larger  than  The  Capital  Traction  Company  property, 
gross  revenues  being  more  than  double;  Los  Angeles  and 
Cincinnati  are  also  considerably  larger  and  their  overhead 
expenses  therefore  proportionately  less;  that  the  conduit 
system  creates  a  great  many  complications  and  expendi¬ 
tures  which  are  not  met  with  in  the  overhead  trolley  sys¬ 
tem;  that  the  element  of  depreciation  is  much  greater  be¬ 
cause  of  the  greater  value  of  the  property  which  costs  ap¬ 
proximately  three  times  that  of  the  overhead  trolley  sys¬ 
tem.  He  further  detailed  the  elements  of  such  greater 
costs  and  difficulties  of  operation  (Tr.  969-972) 

Mr.  Hanna  further  testified  that  in  Washington  the  peak 
hour  conditions  are  worse  than  in  most  other  cities  for 
several  reasons;  that  Washington  has  not  a  diversified 
population;  it  is  not  an  industrial  city  and  there  are  no 
factories  located  away  from  the  business  center  as  in  an 
industrial  city  where  there  are  a  great  many  centers  of 
industry  and  centers  of  traffic  so  that  the  routing  of  cars 
can  be  arranged  in  different  directions;  that  in  Washing¬ 
ton  the  Government  activities  constitute  a  very  large  pro- 
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portion  of  the  whole  and  practically  all  of  the  Government 
offices  open  at  nine  in  the  morning  and  close  at  four- thirty ; 
that  in  other  cities  the  factories  open  at  one  time^,  the  stores 
at  another  and  the  offices  at  a  third;  that  here  the  store 
hours  very  largely  coincide  with  office  hours.  (Tr.  971) 

In  answer  to  question  on  cross  examination  by  Mr. 
Young,  Mr.  Hanna  (Tr.  988)  defined  the  feeder  bus  service 
and  supplemental  bus  service  as  follows :  the  feeder  bus  line 
is  merely  an  extension  of  service  which  is  furnished  by 
rail  and  supplemental  bus  line  parallels  the  rail  line  and 
in  some  instances  has  transfer  arrangements  with!  rail  lines. 
To  that  extent  it  is  a  feeder  bus  line  as  well  as!  a  supple¬ 
mental  line,  but  the  distinction  is  that  in  one  case  the  line 
taps  an  entirely  new  territory  and  in  the  other  case  it  gives 
additional  facilities  to  territory  already  served,  and 
561  both  of  these  types  of  service  are  operated  on  regu¬ 
lar  schedules  by  order  of  the  Public  Utilities  Com¬ 
mission  and  under  the  same  regulations  as  the  rail  service. 

In  answer  to  questions  by  Commissioner  Hartman  Mr. 
Hanna  further  testified  that  the  revenue  that  is;  received 
from  buses  operated  by  the  Washington  Rapid  Transit 
Company  on  16th  Street  extended  as  agent  for  Thb  Capital 
Traction  Company  were  included  in  the  revenue  exhibit 
(Tr.  993).  | 

In  answer  to  further  questions  by  Mr.  Young  Mr.  Hanna 
testified  that  he  considered  a  7  per  cent  return  upon  the 
value  of  the  property  as  reasonable  (Tr.  1006). 

Mr.  Hanna  further  testified  in  answer  to  questions  by 
Mr.  Fleharty,  Peoples  Counsel,  that  the  revenue  from  the 
so-called  owl  service  which  is  operated  late  at  night  after 
the  rail  service  is  discontinued  on  some  lines  is  included 
in  bus  revenue;  its  service  is  really  a  substitutioh  of  bus 
for  rail  operation  during  the  early  morning  hours  in  the 
interest  of  economy  (Tr.  1013).  | 

In  answer  to  questions  on  cross  examination  by  Mr. 
Young  with  respect  to  the  necessity  of  a  uniform  fare  on 
the  two  railway  systems  Mr.  Hanna  testified  (Tr.  1006) 
that  it  is  impossible  for  anyone  to  say  just  what  would  oc¬ 
cur  a  different  fare  should  be  established  on  one  line  from 
that  in  effect  on  the  other,  for  such  a  condition  n^ver  ex¬ 
isted  in  Washington.  From  an  examination  of  the  map 
showing  the  location  of  the  two  systems  in  the  outlying 
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regions  it  is  perfectly  apparent  that  in  a  great  majority 
of  the  territory  there  is  competing  service  furnished;  that 
the  two  lines  are  operated  within  a  half  mile  of  each  other. 
They  are  so  located  that  a  great  many  people  could  use 
either  one  of  the  lines  as  they  desire  with  equal  conven¬ 
ience.  (Tr.  1017}  In  the  city  proper  practically  all  por¬ 
tions  are  served  by  both  lines  so  that  a  differential  in  the 
rate  of  fare  between  the  two  lines  would  necessarily  result 
in  a  very  marked  trend  of  the  traffic  from  the  higher  rate 
to  the  lower  rate.  In  the  city  proper  the  patron  can  prac¬ 
tically  get  to  any  point  he  wants  to  go  to  on  either 
562  system.  It  has  been  shown  that  a  9.3  percent  loss  in 
passengers  Carried  by  The  Capital  Traction  Com¬ 
pany  would  offset  the  increased  income  from  the  increased 
rate  of  fare  (Tr.  1019).  In  his  opinion  the  loss  from  the 
difference  in  the  rate  of  fare  on  the  two  lines  would  be 
greater  than  that.  That  the  question  of  a  uniform  fare 
has  been  discussed  and  considered  several  times  by  the 
Commission;  that  it  would  not  only  result  in  an  actual  dimi¬ 
nution  on  the  line  having  the  higher  fare  but  would  also 
overload  the  competing  line.  It  would  undoubtedly  have 
the  effect  of  depreciating  the  quality  of  the  service  ren¬ 
dered  on  the  line  that  suddenly  had  to  bear  all  of  this  in¬ 
creased  traffic.  (Tr.  1021) 

In  answer  to  questions  by  Mr.  Reigal  on  cross  examina¬ 
tion  Mr.  Hanna  testified  that  while  the  Company  has  pur¬ 
chased  no  cars  for  some  years  and  while  the  cars  are  dif¬ 
ferent  in  type  from  cars  which  would  be  purchased  today 
if  the  Company  was  in  the  market  for  them,  there  are  no 
cars  on  the  system  that  could  be  termed  obsolete  under 
any  possible  classification;  they  are  practically  all  of  tho 
same  type  without  platforms  with  folding  doors  and  fold¬ 
ing  steps  at  the  ends  and  what  was  originally  known  as 
the  pay-within  type,  with  the  exception  of  the  open  cars 
which  were  put  into  service  this  summer.  They  are  as 
comfortable  as  any  cars  that  could  be  bought  unless  they 
were  equipped  with  leather  seats  instead  of  rattan  seats. 
They  are  well  maintained  and  in  a  state  of  good  repair 
as  will  be  shown  by  the  reports  of  the  Commission’s  engi¬ 
neers  who  periodically  inspect  them.  (Tr.  1031).  There  is 
not  a  city  in  the  United  States  whose  rolling  stock  is  in 
better  average  condition  than  that  of  The  Capital  Traction 
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Company  today.  That  the  revenues  however,  have! greatly 
diminished  because  of  the  greatly  increased  use  of  the  pri¬ 
vate  automobile.  That  there  has  been  an  average  j  decline 
in  the  number  of  passengers  since  1920  of  3  pei^  cent  a 
year.  That  taking  into  consideration  the  growth  of  the 
population  in  the  city  there  has  been  a  relative  decline  of 
5.4  per  cent  per  capita  of  population  (Tr.  1037)  but  it  does 
not  follow”  that  there  will  be  a  continuance  of  that:  decline 

i 

because  there  has  been  a  tendency  toward  iinprove- 
563  ment  in  the  last  few  months  as  shown  by  the  chart 

and  also  it  is  becoming  more  and  more  difficult  to  use 
automobiles  in  the  center  of  the  city  and  there  must  be 
some  reversion  to  public  transportation  for  that  reason; 
that  as  the  relative  advantages  of  street  car  transportation 
improve  as  compared  with  the  automobile  the  relative 
amount  of  business  will  also  increase.  (Tr.  1038) 

In  answer  to  questions  by  Mr.  Fleharty  on  cross  exami¬ 
nation  Mr.  Hanna  testified  (Tr.  1076)  that  the  accounting 
procedure  followed  by  the  Company  in  a  major  ‘replace¬ 
ment  job  in  connection  with  depreciation  is  as  follows :  Let 
us  take  a  piece  of  track  which  is  completely  replaced.  We 
charge  all  of  the  cost  of  replacement  with  the  excejption  of 
40  per  cent  of  the  labor  to  capital  account,  unless  incident 
to  that  w’ork  there  are  certain  things  done  which  halve  to  do 
with  maintenance  of  the  track  abutting  on  the  ends  of  it. 
The  entire  cost  of  replacing  the  track  itself,  however,  in¬ 
cluding  the  excavation  of  the  old  material  and  the  placing 
of  the  new  and  the  labor  and  materials  are  charged!  to  capi¬ 
tal,  except  40  per  cent  of  the  labor,  an  arbitrary!  amount 
which  is  charged  to  operating  expenses  for  reasoiis  which 
I  have  stated.  We  also  include  the  cost  of  removing  and 
replacing  the  pavement,  which  is  treated  the  same !  as  some 
of  the  other  parts  of  the  track.  On  the  completion  of  the 
job  v”e  determine  to  the  best  or  our  ability  what  the i original 
cost  of  that  property  was,  or  the  extent  to  which  that  prop¬ 
erty  is  carried  on  the  books,  from  the  records,  usually  from 
the  valuation  records.  If  they  are  not  usual  costs  and  fre¬ 
quently  they  are  not,  we  estimate  the  differences  and  de¬ 
termine  to  the  best  of  our  ability  the  amount  that! particu¬ 
lar  stretch  of  track  is  represented  on  the  books  of  the  Com¬ 
pany.  That  amount  we  credit  to  capital  account  and 
charge  to  depreciation.  Any  salvage  on  the  old  track  is  of 
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course  credited  to  the  depreciation  reserve,  that  is  it  is 
taken  as  a  credit  against  the  original  cost.  That  is  an 
adjustment  on  the  hooks.  When  it  comes  to  the  adjust¬ 
ment  of  the  fair  value,  which  is  not  carried  on  the 
564  books,  the  retirement  of  this  property  is  increased 
by  a  percentage  determined  by  the  schedule  in  the 
records  of  the  court  if  the  property  replaced  was  put  into 
service  or  purchased  prior  to  1914.  With  respect  to  prop¬ 
erly  purchased  after  1914  and  retired  an  adjustment  is 
made  to  make  the  value  correspond  with  the  value  as  of 
January  1,  1925  (Tr.  1078).  The  40  per  cent  of  the  labor 
cost  which  is  charged  to  maintenance  is  an  average  figure 
covering  not  only  the  interruption  due  to  traffic  but  to  the 
difference  between  excavating  streets  and  excavating  track. 

Mr.  Hanna  further  testified  that  there  is  no  uniform  sys¬ 
tem  amongst  the  various  cities  in  the  matter  of  dealing  with 
depreciation;  that  the  method  of  caring  for  depreciation 
in  each  instance  is  determined  by  the  regulatory  powers  of 
the  locality  and  he  further  discussed  the  theories  and  prac¬ 
tices  in  the  matter  of  depreciation.  In  the  case  of  The  Cap¬ 
ital  Traction  Company  depreciation  is  accrued  on  the  sink¬ 
ing  fund  basis  assuming  certain  lives  for  the  various  ele¬ 
ments  of  the  property,  such  lives  being  those  which  were 
estimated  by  Mr.  Pillsbury,  the  valuation  engineer  of  the 
Commission ;  that  the  accruals  on  the  sinking  fund  basis  in¬ 
stead  of  the  straight  line  basis  reduces  materially  the  an¬ 
nual  amounts  charged  to  operating  expenses ;  that  upon  the 
straight  line  method  with  respect  to  a  piece  of  property 
having  an  estimated  life  of  20  years  depreciation  is  ac¬ 
crued  at  the  rate  of  one-twentieth  of  the  amount  each  vear, 
whereas  with  the  sinking  fund  method  the  amount  is  ac¬ 
crued  each  year  which  will  at  the  compound  interest  at 
the  end  of  the  20  years  amount  to  the  value  of  the  property. 
(1089)  That  a  total  of  $378,328.54  was  accrued  for  de¬ 
preciation  through  operating  expenses  by  the  Company  for 
the  calendar  year  1928;  that  the  interest  accruals  for  the 
same  year  was  $110,066.35 ;  that  these  interest  accruals  come 
from  two  different  sources.  A  part  of  it  comes  from  se¬ 
curities  and  cash  which  bear  an  income  and  is  part  of 
the  depreciation  reserve.  The  balance  of  $110,000  comes 
from  interest  which  the  Company  itself  pays  into  the 
reserve  account  on  account  of  money  which  has  been  ad- 
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565  vanced  from  the  reserve  from  time  to  time  for  the 

Company's  use  for  capital  expenditures.  That  in¬ 
terest  is  paid  out  of  the  return  on  fair  value,  ^he  total 
accwrals  therefore  in  the  reserve  for  that  year  wefe  $488,- 
394.89.  That  during  the  year  certain  property  was  retired 
for  which  charges  were  made  to  the  depreciation!  reserve 
of  $61,034.29  (Tr.  1090).  j 

Whereupon  Commissioner  Hartman  stated  that  not  only 
the  figures  just  given  but  the  figures  covering  the  same 
items  for  each  year  were  already  in  the  record  because  the 
Commission  is  taking  judicial  notice  of  the  annual!  reports 
to  the  Commission  which  show  these  comparisons  for  each 
year  (1091).  j 

Mr.  Hanna  thereupon  pointed  out  the  difference  in  the 
amount  of  the  accruals  which  are  charged  to  operating  ex¬ 
pense  through  the  sinking  fund  method  used  by  the  Com¬ 
pany  as  compared  to  the  straight  line  method;  that  the 
present  accruals  on  railway  property  alone  are  $324,208; 
that  the  straight  line  accruals  on  the  same  basis  of  lives 
would  have  been  $468,212.  | 

Mr.  Hanna  also  explained  the  effect  which  the  retirement 
of  the  old  equipment  and  the  purchase  of  new  would  have 
upon  the  depreciation  reserve,  and  that  the  entire  depreci¬ 
ation  reserve  at  present  represents  a  sacrifice  on  the  part 
of  the  stockholders  of  the  Company  because  throughout  the 
last  10  years  they  have  not  earned  a  reasonable  return  on 
the  value  of  the  property  (Tr.  1095).  That  the  deprecia¬ 
tion  reserve  is  built  up  out  of  the  fares  paid  by  |  the  car 
rider  for  the  purpose  of  replacing  the  property  which  is 
worn  out  in  order  that  they  should  pay  the  full  cosf  of  the 
service  which  they  enjoy  but  that  part  of  the  existing  fund 
was  built  up  by  appropriations  from  surplus,  another  part 
from  interest  on  moneys  in  the  fund  and  only  the  balance 
by  charges  to  operating  expense  which  are  charges  lagainst 
the  public  (Tr.  1097,  1098). 

Whereupon  the  following  occurred: 

“Mr.  Eeigal  (addressing  the  Commission):  ‘T^ill  the 
people,  that  is,  the  representatives  of  the  I  people 

566  here,  be  given  a  copy  of  the  merger  proposal?' 

Chairman  Patrick:  ‘Yes,  very  gladly.' 

Mr.  Riegel:  ‘Will  that  be  subject  to  question?'  j 
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Chairman  Patrick:  ‘The  Commission  will  have  to  rule 
upon  questions,  if  they  are  asked,  at  the  time  they  come  up. 
That  is  a  question  I  cannot  answer  now.’ 

Commissioner  Hartman:  ‘Mr.  Eiegel,  the  merger  agree¬ 
ment  was  an  agreement  proposed  by  the  Public  Utilities 
Commission.  It  does  not  occur  in  the  direct  examination 
of  anyone.  It  will  not  be  subject  to  questions  in  the  nature 
of  cross  examination.  The  Commission  will  not  submit  it¬ 
self  to  questioning  on  the  merger  agreement.  Any  facts 
with  respect  to  the  merger  agreement  the  representatives 
of  the  people  may  bring  out  by  direct  evidence  or  by  argu¬ 
ment,  but  in  the  form  in  w’hich  it  went  in  I  do  not  see  that 
there  is  anyone  subject  to  questioning  as  to  the  features 
of  the  agreement.  If  you  want  to  get  answers  from  Mr. 
Hanna  you  may  call  him  as  your  own  witness  and  ques¬ 
tion  him  on  your  direct  examination  of  him,  or  Mr.  Ham, 
or  anybody  else ;  but  you  cannot  get  it  by  way  of  cross  ex¬ 
amination,  and  you  cannot  get  it  by  was  of  questioning 
the  Commission.  ’ 

Mr.  Eiegel:  ‘I  can  very  readily  anticipate  that  the  peti¬ 
tioners  here  could  easily  say  they  do  not  know  on  a  pro¬ 
posal  which  they  have  not  made  themselves.  ’ 

Commissioner  Hartman:  ‘Please  strike  that  from  the 
record.  ’ 

I  think  it  reflects  upon  the  representatives  of  the  car¬ 
riers,  and  my  own  experience  with  them  has  been  that  they 
are  very  willing  to  answer  questions  and  disclose  every¬ 
thing  and  not  hide  behind  any  answer  of  “I  don’t  know”. 
They  have  usually  come  back  with  helpful  information, 
more  than  has  been  requested.  I  do  not  think  it  is  fair  to 
them  to  make  a  statement  of  that  kind.’ 

Mr.  Fleharty:  ‘I  would  like  to  join  in  Mr.  Hartman’s 
statement  in  that  respect.’ 

Mr.  Eiegel:  ‘And  please  join  me  in  that  statement, 
please.’ 

What  I  meant  to  say  was  that  since  the  proposal  does 
not  come  from  the  railway  companies  I  fail  to  see  how  they 
can  answer  questions  as  to  the  meaning  of  various  phases 
of  it.’ 

Commissioner  Hartman:  ‘If  you  have  any  features  of  it 
you  want  to  bring  out  you  will  be  given  opportunity  to  do 
so ;  but  you  will  not  be  given  opportunity  to  put  the  Com¬ 
missioners  on  the  witness  stand.’  ” 


v 
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At  transcript  1142  to  1148  Mr.  Hanna  and  Mr. 
567  Fleharty  discuss  the  question  of  the  value  of  the 
service  to  the  public,  that  is,  what  the  |  service  is 

worth. 

Witness  Hanna  testified  that  he  doubted  if  thb  Company 
could  sell  bonds  on  a  5  per  cent  basis ;  that  the  present  bonds 
of  his  Company,  which  are  very  unusual  in  that  they  rep¬ 
resent  a  small  part  of  the  whole  equity  of  the  Company,  are 
now  selling  below  par  and  that  they  are  5  per  cent  bonds 
(Tr.  p.  1102) ;  that  over  a  number  of  years  hisl  Company 
accrued  a  fire  insurance  reserve  of  $194,000  tvhich  was 
charged  to  operating  expenses  and  that  this  was  done  be¬ 
fore  his  Company  started  carrying  fire  insurance;  that  the 
before-mentioned  reserve  has  been  continued  onj  the  books 
of  the  Company  without  additional  accruals  since  it  began 
taking  out  insurance  policies;  that  this  was  principally  be¬ 
cause  their  mortgage  provision  has  some  requirements 
relative  to  it  (Tr.  pp.  1114-15) ;  that  the  Capital  Traction 
Company  fixed  3  per  cent  as  its  sinking  fund  basis  (Tr.  p. 
1125) ;  that  if  the  Company  went  to  bank  or  other  avail¬ 
able  source  and  borrowed  money  it  would  probably  pay  6 
per  cent  per  annum  as  interest  thereon  (Tr.  p.  1127) ;  that 
the  Commission  in  its  1919  valuation  did  give  his‘  Company 
credit  because  of  going  concern  value  (Tr.  p.  11^29) .  Wit¬ 
ness  was  asked,  “Would  you  say  that  under  conditions  as 
they  now  exist,  with  a  very  materially  decreased  number 
of  passengers  carried  and  the  Company  operated  at  a  rate 
of  return  less  than  as  at  that  time,  that  the  gbing  value 
of  the  Capital  Traction  Company  is  as  great  now[  as  it  was 
then?”,  to  which  witness  replied,  “I  would  say  yes.”  (Tr. 
p.  1130) ;  that  witness  qualified  answer  by  statement  that 
he  was  not  a  valuation  expert  and  that  his  opinion  was  only 
his  personal  view  (Tr.  p.  1131) ;  that  witness  further  quali¬ 
fied  his  statement  that  the  going  concern  value  of  the  Com¬ 
pany  had  not  been  lessened  by  certain  facts  set  forth  with 
the  statement  that  he  thought  it  probable  on  sopie  of  the 
recognized  bases  which  have  been  used  that  the  going  con¬ 
cern  value  todav  would  be  less  than  it  would  have  been 

*  i 

if  determined  on  the  same  basis  either  in  1919  or  1924 
(Tr.  p.  1133) ;  that  the  going  concern  value  is  a  measure  of 
several  things,  that  is,  it  is  the  value  of  any  operating 
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property,  the  utility,  for  example,  which  is  in  excess  of  the 
value  of  the  actual  materials  which  make  up  the  property,, 
that  it  represents  not  to  any  great  degree  the  earning  value 
of  the  property  but  it  represents  the  organization  and  the 
ability  of  the  property  and  its  management  to  make  the 
best  use  out  of  the  various  elements  which  make  up  the 
property;  that  insofar  as  the  above  is  a  measure  the  going 
concern  value  of  the  Capital  Traction  Company  today 
would  be  fully  as  great  as  it  was  in  either  1919  or  1924 
(Tr.  p.  1134) ;  that  the  witness  further  stated  that  what 
he  mentioned  above  was  not  all  that  he  claimed  for  going 
concern  value  and  further  stated  that  insofar  as  that  ele¬ 
ment  is  concerned  the  value  today  is  as  great  as  it  was 
on  the  before  mentioned  date;  that  he  was  not  sure  whether 
a  commission  determining  the  value  of  their  property  today 
would  allow  as  much  for  going  concern  value  as  they  would 
have  allowed  in  either  1919  or  1924,  assuming  that  the  same 
commission  were  following  exactly  the  same  principles  in 
both  determinations  (Tr.  p.  1135);  that  witness  stated 
that  it  was  the  duty  of  the  Public  Utilities  Commission  to 
give  consideration  as  to  whether  or  not  the  increase  in 
fare  is  fair,  reasonable  and  just  to  the  car-riding  public 
(Tr.  p.  1143-1145) ;  that  there  has  been  no  allocation  of 
any  part  of  the  value  to  Maryland  or  any  allocation  of  roll¬ 
ing  stock  to  Maryland  (Tr.  1238-39) ;  that  depreciation  re¬ 
serve  has  not  been  used  in  writing  off  cars  other  than  single 
track  cars  so  far  as  the  witness  could  recall  (Tr.  p. 

1239). 

568  In  answer  to  questions  on  cross  examination  by 

Mr.  Clayton,  Mr.  Hanna  testified  (Tr.  1177)  that  in 
connection  with  the  rerouting  of  the  whole  system  in  case 
of  a  unification  of  the  properties  of  the  two  Companies  it 
might  be  desirable  to  so  change  the  trackage  at  14th  Street 
and  New  York  Avenue  that  the  14th  Street  cars  could  go 
on  down  14th  Street  into  Pennsylvania  Avenue  instead  of 
going  around  by  way  of  New  York  Avenue  and  15th  Street, 
but  that  in  the  case  of  separate  operation  of  the  Companies 
it  would  not  be  desirable  or  feasible;  that  the  tracks  of  the 
Washington  Railway  &  Electric  Company  on  14th  Street 
between  New  York  Avenue  and  Pennsylvania  Avenue  are 
pretty  heavily  taxed  at  present  with  their  own  traffic;  that 
the  14th  Street  line  of  The  Capital  Traction  is  about  as 
heavy  as  any  line  in  Washington  during  the  rush  hours 
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and  that  it  would  not  be  practical  to  route  all  of  the  14th 
Street  ears  straight  down  14th  Street  in  any  event;  (Tr. 
1179)  that  about  50  per  cent  of  the  passengers  coming 
down  14th  Street  go  west  of  15th  and  New  York  Avenue 
in  the  rush  hours  and  if  the  14th  Street  cars  were  brought 
straight  down  14th  Street  to  Pennsylvania  Avenue  it  would 
eliminate  the  possibility  of  operating  a  service  a4  at  pres¬ 
ent  from  14th  Street  west  on  Pennsylvania  Avenge  to  the 
very  heavily  populated  business  center  of  government  ac¬ 
tivities;  that  the  Company  has  considered  from  time  to 
time  possible  changes  throughout  its  whole  system;  that 
studies  of  conditions  are  made  over  all  its  svstetn  all  the 
time;  that  it  is  not  prepared  to  make  any  change^  at  pres¬ 
ent;  that  if  a  unification  or  merger  of  t he  Company  were 
effected  and  the  Companies  combined  so  that  they  could  be 
operated  as  one  system  without  any  doubt  changes  could 
be  made  which  would  be  advantageous. 

In  answer  to  further  questions  on  cross  examination  by 
Mr.  Clayton,  Mr.  Hanna  testified  (Tr.  11  $6,  1187) 
569  that  the  Company  went  into  its  surplus  i^i  1925  to 
the  extent  of  $51,534;  in  1926  to  the  extent  of  $39,- 
137 ;  in  1927  to  the  extent  of  $132,546  and  in  1928  to  the  ex¬ 
tent  of  $219,594  in  order  to  continue  to  pay  the  7|  per  cent 
dividend  on  its  stock. 

In  answer  to  questions  on  cross  examination  by  Mr. 
Clayton  Mr.  Hanna  testified  (Tr.  1201)  that  in  the  valua¬ 
tion  order  of  the  Commission  (Order  No.  338);  at  page 
116  the  Public  Utilities  Commission  held  with  respect  to 
the  annual  accrual  of  depreciation  by  the  Company  that 
“the  Commission  approves  this  method  as  a  ! tentative 
measure  until  further  study  of  the  company’s  experience, 
as  shown  by  its  records,  shall  indicate  that  this  method 
is  improper.  The  cost  methods  and  percentages  used 
by  the  company  should  be  modified  however  ; to  agree 
with  the  adjustments  made  by  the  Commission  in  the 
original  figures  of  Mr.  Sangster  and  Mr.  Pillsbury”. 
That  the  present  accruals  use  the  lives  and  rate  which 
are  given  in  Mr.  Pillsbury ’s  report;  that  this  has  not  been 
the  uniform  practice  as  there  have  been  several  changes 
made  with  the  approval  of  the  Commission ;  that  they  were 
raised  and  afterwards  lowered  but  they  now  conform  with 
the  rates  given  by  Mr.  Pillsbury.  The  last  change  was 
made  in  1926  with  the  approval  of  the  Commission  (Tr. 
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1002).  That  it  is  the  practice  every  year  in  December  to 
adjust  depreciation  accruals  for  the  entire  year.  Accruals 
are  made  during  the  year  on  the  basis  of  the  values  in  ef¬ 
fect  at  the  first  of  the  year.  Necessarily  during  the  year 
changes  are  made  in  these  figures  for  additions  and  better¬ 
ments  and  retirements  and  it  is  necessary  to  make  ad- 

* 

justments  and  they  are  made  in  December  in  order  that 
the  complete  year’s  record  may  be  a  proper  record. 

In  answer  to  further  questions  by  Mr.  Clayton  on  cross 
examination  Mr.  Hanna  testified  (Tr.  1211)  that  the  25 
cent  deluxe  bus  business  on  the  Chew  Chase  Line  in  con- 
nection  with  the  charter  bus  business  not  only  makes  a 
profit  on  the  value  of  the  property  used  in  that  business 
but  earns  a  higher  rate  of  return  on  that  value  than 
570  is  earned  by  the  rest  of  the  railroad  property. 

At  pages  1214  et  seq.  there  was  a  discussion  be¬ 
tween  Mr.  Clayton  and  Mr.  Hanna  on  the  question  of  re¬ 
duced  fares  for  school  children. 

In  further  cross  examination  by  Mr.  Clavton,  Mr.  Hanna 
testified  that  the  income  available  for  return  on  the  entire 
system  including,  the  District  and  Maryland  in  1928  was 
$913,812,  which  was  equivalent  to  4.44  per  cent  on  $20,580,- 
214  which  is  the  figure  shown  for  total  road  and  equipment 
in  the  Company’s  balance  sheet  as  of  April  30,  1928;  that 
the  income  available  for  return  for  the  District  of  Columbia 
alone  applicable  to  the  same  figure  is  4.57  per  cent  (Tr. 
1216). 

In  answer  to  questions  by  Commissioner  Hartman  with 
reference  to  previous  answers  by  Mr.  Heberle  to  questions 
propounded  by  Mr.  Hartman,  Mr.  Hanna  testified  that  an 
800  gallon  tank  costing  $135  purchased  for  the  Kensington 
Line  was  erroneously  included  in  District  value  (Tr.  1219) ; 
that  it  should  not  have  been  so  included  and  should  be  al¬ 
located  to  Maryland  property;  that  it  is  not,  however,  a 
part  of  the  Kensington  line  because  it  is  used  on  the  Mary¬ 
land  property  of  The  Capital  Traction  Company. 

At  transcript  1222  Commissioner  Hartman  asked  how 
much  of  the  $67,945  condemnation  or  excess  cost  of  lands 
has  been  written  out  in  arriving  at  the  1928  single  sum  fig¬ 
ure  $26,080,144.72.  To  which  Mr.  Hanna  replied  that  the 
figure  referred  to  was  the  general  cost  of  land  on  the  Com¬ 
mission’s  estimate  of  the  value  of  the  land  in  the  Com¬ 
mission’s  valuation  and  that  there  was  no  occasion  for  writ- 
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ing  it  off  except  in  connection  with  land  sold  after  such 
valuation;  that  the  only  land  sold  was  a  block  on  Decatur 
Street  sold  prior  to  1919  the  date  of  the  Commission’s 
valuation  report  and  was  takem  care  of  in  th&t  report. 
That  the  present  valuation  of  the  Company’s  property, 
$26,080,000  as  shown  by  Exhibit  No.  1  does  not  include  any 
increase  in  the  value  of  lands  owned  by  the  Company  and 
no  such  increase  was  in  the  figure  fixed  by  the  court  as  of 
January  1,  1925;  that  no  claim  was  made  at  the  time 
571  of  the  court  proceedings  for  increase  in  land  values 
because  the  Company  wanted  to  simplify  jthe  court 
proceedings  to  as  few  elements  as  possible.  So  that  the 
land  is  in  that  value  at  the  figure  fixed  by  the  Commission 
in  1919.  | 

In  answer  to  questions  by  Commissioner  Hartman  Mr. 
Hanna  further  testified  that  no  part  of  the  $30,000  allowed 
by  the  Commission  in  the  valuation  for  preliminary  op¬ 
erating  expenses  has  been  written  out  (Tr.  1224).!  And  the 
same  is  true  with  respect  to  the  item  $309,000  allowed  by 
the  Commission  in  its  valuation  for  preorgani^ation  ex¬ 
penses.  That  perhaps  as  a  rough  guess  80  to  90  per  cent 
of  the  original  construction  of  the  Company’s  property  was 
built  under  contract  but  that  very  little  reconstruction  of 
the  tracks  has  been  done  under  contract  (Tr.  1226). 

In  answer  to  further  questions  by  Commissioner  Hart¬ 
man  Mr.  Hanna  testified  (Tr.  1227)  that  he  had  received 
from  Mr.  Bailey  (the  engineer  of  the  J.  G.  White  Com¬ 
pany  who  made  the  inventory  valuation  of  the  Company’s 
property  as  shown  by  exhibit  known  as  Bailey!  No.  7  in 
the  court  valuation  of  1925)  a  letter  under  date  of  July 
18,  1929  touching  upon  the  index  figures  used  in  that  ex¬ 
hibit  ;  that  the  letter  was  as  follow’s : 

“The  J.  G.  White  Engineering  Corporation,  43  Exchange 

Place,  New  York. 

July  18,  1929. 

Mr.  J.  H.  Hanna, 

President  Capital  Traction  Company, 

36th  and  M  Streets,  i 

Washington,  D.  C.  j 

Dear  Sir  : 

i 

i 

I  have  your  letter  of  July  16th  concerning  my  valuation 
of  the  property  as  of  January  1,  1925.  In  arriving  at  the 


I 

i 

i 

i 


486 


PUBLIC  UTILITIES  C0MMN.,  D.  C.,  ET  AL.  VS. 


percentage  of  increase  shown  on  what  is  known  as  ‘Bailey 
Exhibit  #7  1  applied  a  number  of  factors  to  the  1914  fig¬ 
ures.  For  instance,  t lie  percentage  of  92  used  for  the  item 
of  Track  Work  is  the  weighted  average  of  a  number  of 
factors  representing  the  increased  value  for  common  labor, 
skilled  labor,  rails,  special  work,  etc.  etc.  These 
572  underlying  factors  were  arrived  at  in  part  from 
records*  of  purchases  and  costs  experienced  by  our 
organization  as  applying  to  that  time  and  from  various 
other  sources  of  information, 

If  vou  think  it  desirable  to  come  to  New  York  next  week 
I  shall  be  glad  to  see  you,  but  if  you  do,  let  me  know  a  day 
in  advance  so  I  shall  be  sure  to  be  at  the  office. 

Very  truly  yours, 

C.  E.  BAILEY, 

Manager  Engineering  Reports .” 

That  he,  Mr.  Hanna,  cooperated  personally  with  Mr. 
Bailey  in  making  up  his  Exhibit  No.  7 ;  that  he,  Mr.  Bailey, 
used  prices  paid  by  the  J.  G.  White  Company  as  shown 
bv  their  records  for  various  track  and  other  materials  inso- 
far  as  they  were  available,  and  also  prices  paid  by  The 
Capital  Traction  Company;  that  he  also  corresponded 
with  manufacturers  of  equipment  and  used  any  other  in¬ 
formation  which  he  could  get  in  determining  the  proper  in¬ 
crease  to  be  applied  to  the  various  elements  constituting 
the  property;  that  weighted  averages  of  these  were  used 
to  obtain  the  same  final  percentage  figure  applied  to  the 
different  classes  of  propertv  as  shown  on  the  Exhibit  it¬ 
self  (Tr.  1229). 

In  answer  to  further  questions  by  Commissioner  Hart¬ 
man,  Mr.  Hanna  testified  that  the  entire  rental  paid  to 
the  Washington  &  Maryland  Railroad  Company  is  in¬ 
cluded  in  the  statement  of  District  operating  expenses; 
that  was  not  true  in  1925  which  was  before  the  Capital 
Traction  Company  purchased  the  securities  of  the  road, 
for  there  was  then  some  allocation  to  Maryland  for  rental 
paid  for  the  property  of  the  Washington  &  Maryland  Rail¬ 
road  Company  in  Maryland  (Tr.  1232). 

In  answer  to  a  question  by  Commissioner  Hartman  Mr. 
Hanna  testified  (Tr.  1236)  with  respect  to  the  minimum 
rate  of  return  which  should  be  allowed  to  The  Capital 


487 


THE  CAPITAL  TRACTION  COMPANY  ET  AL. 

Traction  Company;  that  the  rate  of  return  necessary  to 
properly  conduct  a  public  utility  company  depends  very 
largely  upon  the  costs  which  the  company  will  have  to  pay 
for  money  to  continue  to  properly  groAv  and  furnish  serv¬ 
ice  to  the  public;  that  the  company’s  credit  depends 
573  upon  its  earning  and  upon  the  relation  <?r  ratio  of 
its  earnings  to  its  capital  stock  as  well  as  to  its  en¬ 
tire  value;  that  earning  under  7  per  cent  would  impair  the 
credit  of  the  Company  and  its  ability  to  borrowj  money  on 
reasonable  terms  and  that  is  not  altered  by  the  fact  that 
money  might  be  borrowed  at  times  at  a  lesser!  rate  than 
7  per  cent ;  that  it  has  been  brought  out  in  the!  testimony 
that  the  Company’s  bonds,  paying  5  per  cent  are  consider¬ 
ably  below  par  in  spite  of  the  fact  that  they  have  excel¬ 
lent  qualities  in  that  they  represent  one-tliird  of  the  capi¬ 
talization;  that  the  stock  is  also  below  par,  although  it  has 
been  paying  7  per  cent  dividends;  that  it  is  earning  less 
than  that.  That  any  rate  of  return  under  7  per  cent  will 
impair  the  credit  of  the  Company  and  hamper  it  in  ob¬ 
taining  funds,  which  will  undoubtedly  be  required  in  the 
expansion  of  its  business;  that  there  are  many j factors  to 

be  considered.  There  are  manv  decisions  of  commissions 

•  •/ 

and  courts  covering  this  question. 

In  answer  to  questions  by  Commissioner  Haijtman  (Tr. 
1238)  Mr.  Hanna  testified  that  the  figure  in  Exhibit  No.  8 
$25,901,046.83  represents  the  proper  value  of  the  property 
to  be  considered  in  this  case  in  connection  with  District 
operations.  It  is  the  value  of  the  property  in  the  District 
plus  an  allocation  of  the  Maryland  property  which  is  used 
in  District  operations,  the  allocation  having  beep  made  by 
the  Public  Utilities  Commission  in  their  valuation  order, 
all  subject  to  certain  minor  modifications  which! have  been 
brought  out  in  the  testimony  in  this  case;  that  so  far  as 
he  can  recall  the  depreciation  reserve  against  cars  has 
only  been  used  so  far  in  writing  off  single  truck  cars ;  that 
in  1928,  the  New  Jersey  Avenue  owl  line  carried  1,065  pas¬ 
sengers  per  bus  mile,  the  Good  Hope  line  1,6^8  and  the 
Haines  Point  line  0.294,  the  Cleveland  Park  Coach  line 
0.459;  that  the  New  Jersey  owl  bus  should  not; be  consid¬ 
ered  exactly  in  the  same  category  as  other  bus j  lines  as  it 
is  merely  a  substitution  of  bus  for  rail  operation  during 
the  small  period  (in  the  early  morning)  on  account  of  the 
economies  which  result  ( —  1240), 
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574  That  the  figures  given  for  other  cities  in  Exhibit 
No.  14  as  to  miles  of  track  were  system  figures  but 

that  figures  with  respect  to  rates  of  fare  and  token  usage 
are  city  figures  only  (Tr.  1241). 

In  answer  to  a  question  by  Commissioner  Hartman,  Mr. 
Hanna  testified  (Tr.  1245)  that  eliminating  bus  operation 
so  as  to  get  a  comparison  between  rail  operations  in  the 
two  vear-  1922  and  1928  as  shown  by  Exhibit  No.  17,  the 
operating  revenues  from  railway  alone  for  the  year  1928 
was  $4,078,887  or  a  decrease  from  1922  of  $915,157.  That 
operating  expenses,  rentals  and  taxes  and  rail  operations 
alone  in  1928  were  $3,114,294,  a  decrease  as  compared  with 
1922  of  $502,925;  that  income  available  for  return  on  fair 
value  from  rail  operations  alone  in  1928  was  $964,593,  a 
decrease  as  compared  with  1922  of  $412,232;  that  the  num¬ 
ber  of  revenue  passengers,  railway  only,  in  the  year  1928 
were  56,672,907,  a  decrease  as  compared  with  1922  of  14,- 
214,020  (Tr.  1246). 

Thereupon  Commissioner  Hartman  offered  in  evidence 
maps  of  the  cities  referred  to  on  Exhibit  No.  18  with  the 
exception  of  Milwaukee,  showing  the  street  railway  lines  in 
those  cities,  the  same  being  marked  for  identification  as 
Exhibits  Nos.  99  to  120  inclusive. 

In  answer  to  questions  by  Commissioner  Hartman,  Mr. 
Hanna  testified  that  the  figure  in  column  1  of  Exhibit  No. 
18  with  respect  to  Rochester  covers  the  whole  system  which 
presumably  includes  the  subway  (Tr.  1251). 

In  answer  to  a  question  by  Commissioner  Hartman  Mr. 
Hanna  testified  that  in  connection  with  column  3  of  that 
Exhibit  the  distribution  cables  are  carried  as  a  part  of 
rails  and  structures  and  the  figures  with  respect  to  power 
refer  to  power  at  the  sub-station  switchboard  and  pre¬ 
sumably  the  figures  of  the  other  cities  refer  also  to  povrer 
at  the  sub-station  switchboards  in  connection  with  the  cost 
of  power  (Tr.  1254).  That  Chicago  has  free  transfers  to 
feder  buses.  They  have  no  other  bus  operations.  Phila¬ 
delphia  has  3  cent  transfers  tin  through  city  buses. 

575  They  have  no  deluxe  buses.  In  Detroit  transfers 
are  free  from  bus  to  car  and  from  car  to  bus  at  4 

cents.  There  is  a  10  cent  fare  on  the  bus  and  a  6  cent  rate 
of  fare  on  cars  which  accounts  for  that.  In  Cleveland  a 
free  transfer  from  bus  to  car  and  from  car  to  bus  1  cent  on 
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purchase  plus  2  cents  on  collection.  St.  Louis  free  trans¬ 
fer  to  and  from  their  own  buses.  Boston,  free  transfers 
on  bus  and  street  car.  Baltimore,  feeder  bus  lilies  of  the 
5  lines  operated  as  extensions  to  railway  system,  only  1 
issues  and  receives  transfers.  There  is  no  charge  for  this 
privilege;  3  city  railway  feeders  all  issue  and  accept  free 
transfers.  These  through  lines,  through  to  city,  do  not  is¬ 
sue  or  accept  transfers.  In  Pittsburgh  the  buse$  are  op¬ 
erated  by  a  separate  company.  No  transfer  privilege  be¬ 
tween  street  cars  and  buses.  In  Los  Angeles,  feeder  lines, 
free  transfers  given  with  all  10  cent  bus  fares.  No  trans¬ 
fers  on  7  cent  bus  fares.  Through  lines,  city,  no  transfers. 
No  de  luxe  buses.  Buffalo,  no  feeder  lines.  Through  lines 
in  the  city  and  interurbfran  lines  operated  by  a  sijibsidwary 
company.  Free  transfers  to  the  through  lines  upon  pay¬ 
ment  of  10  cents,  interurban  lines,  free.  San  Francisco 
Municipal  Railway,  free  transfers  to  feeder  lines.!  Market 
Street,  San  Francisco,  same.  Milwaukee,  free  transfer  to 
feeder  lines,  no  transfer  to  through  city  lines;  no  iiiterurban 
lines.  Transfers  good  on  citv  railwav  lines  if  issued  in- 
bound  bus  passengers  on  request;  transfers  from|city  cars 
are  not  honored  on  outbound  buses.  Public  Service,  New¬ 
ark,  there  are  no  transfers  whatever  of  anv  character  either 
between  cars  and  buses  or  cars  and  cars.  Cincinnati,  free 
transfers  between  street  cars  and  bus  only  on  10  cent  cash 
fares.  New  Orleans,  free  transfers  to  feeder  buses  and  to 
through  buses.  Minneapolis,  free  transfers  between  street 
cars  and  buses.  Kansas  Citv,  feeder  lines  free  from  bus 
to  car ;  3  cents  car  to  bus ;  no  transfer  on  through  lines  or 
►de  luxe  lines.  Seattle,  Municipal  Railway,  feeders!  only  op¬ 
erated;  transfers  used  but  it  is  not  stated  whether  they 
are  free  or  pay  (Tr.  1257). 

In  answer  to  the  question  “Are  you  considering  asking 
for  an  increase  ”  in  fare,  the  answer  was  as  follbws: 

i 

St.  Louis:  Yes.  Now  in  the  hands  of  the  Commis¬ 
sion. 

576  Baltimore:  Yes,  in  the  courts. 

7  i 

Indianapolis:  Matter  under  consideration 

Los  Angeles:  Yes.  But  fare  has  since  been  increased. 

Cincinnati:  The  service  at  cost  ordinance  provides  for 
adjusting  fares. 

Also  in  Cleveland. 
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Minneapolis :  Yes. 

St.  Paul:  application  now  before  commission. 

In  answer  to  further  questions  by  Commissioner  Hart¬ 
man,  Mr.  Hanna  testified  (Tr.  1259)  that  with  respect  to 
the  item  “ bonds  issued  and  held  in  the  Treasury,  $200,- 
000”  as  shown  on  Exhibit  No.  21,  no  interest  is  paid  on 
those  bonds  at  all.  The  coupons  are  cancelled  and  the  same 
applies  to  bonds  held  in  the  lire  instance  reserve  account 
amounting  to  $194,000. 

That  Cincinnati  has  a  service  at  cost  plan.  That  in 
Baltimore  they  have  wlmt  is  known  as  a  park  tax  which  is 
very  unusual,  as  well  as  a  tax  on  wires  and  poles.  Ex¬ 
pressed  in  percentage  of  the  gross  revenue  the  tax  in  Balti¬ 
more  is  verv  high.  That  insofar  as  income  taxes  are  con- 
»  * 

corned  the  relative  amount  depends  entirely  upon  the  re¬ 
lation  of  the  bonded  indebtedness  to  capital  stock  for  which 
reason  The  Capital1  Traction  Company  income  tax  is  very 
high  compared  with  other  companies  because  of  its  com¬ 
paratively  low  bonded  indebtedness  (Tr.  1262). 

In  answer  to  further  questions  by  Commissioner  Hart¬ 
man  Mr.  Hanna  testified  (Tr.  1264)  with  respect  to  the 
figure  $7,599.50  on  Exhibit  No.  39  under  1928  income  in 
connection  with  the  Washington  &  Maryland  securities 
that  this  income  is  treated  by  The  Capital  Traction  Com¬ 
pany  as  non-operating  income  and  is  not  therefore  in¬ 
cluded  in  income  available  for  return;  that  the  rental  paid 
as  shown  on  Exhibits  7,  8,  and  9  were  paid  under  con¬ 
tract  by  The  Capital  Traction  Company  to  the  Washing¬ 
ton  &  Maryland  Railway  Company  and  is  treated  as  a  de¬ 
duction  on  the  theory  that  value  for  that  property 
577  is  not  in  the  fair  value;  That  all  of  the  feeder  bus 
lines  might  be  called  pioneer  lines.  The  Chevy 
Chase  Coach  line  and  the  Cleveland  Park  line  would  not 
because  they  are  competing  with  service  already  furnished, 
furnishing  a  different  character  of  service;  that  the  aver¬ 
age  development  period  of  bus  operations  before  they 
would  reach  normal  would  depend  very  largely  upon  the 
territory  through  which  they  run;  that  the  South  Wash¬ 
ington  bus  line  operated  between  Water  Street  and  8th  and 
11th  Streets,  east,  reached  its  normal  period  in  a  very 
short  time;  that  the  lines  east  of  the  Anacostia  River  on 
the  other  hand  ought  to  continue  to  grow  for  a  long  time 


THE  CAPITAL  TRACTION  COMPANY  ET  AL. 


491 


I 

i 

i 

| 

i 

i 

i 


because  out  there  there  is  a  great  deal  of  room  for  develop¬ 
ment.  The  Chevy  Chase  loop  line  has  probably  nearly 
reached  its  development  until  it  is  extended  whibh  should 
be  in  the  very  near  future  (Tr.  1266). 

That  taxes  on  non-operating  and  non-carried  |  property 
are  not  included  in  the  operating  expense  as  shown  on  the 
Exhibits.  I 

Mr.  Hanna  further  testified  (Tr.  1270)  in  connection  with 
Exhibit  No.  38,  that  the  Company’s  track  renewal^  per  foot 
are  divided  into  different  classifications,  for  rebuilding 
track  under  different  conditions,  some  complete  j  renewals 
and  some  partial  renewals,  but  that  the  costs  given  will  be 
the  actual  cost  o'f  reconstructing  the  tracks  on  the  street  and 
do  not  neeessarilv  reflect  what  the  cost  of  new  track  would 
have  been  at  the  time  stated  because  there  are  a  number 
of  elements  in  connection  with  the  cost  of  new  track  that 
were  not  taken  into  consideration  in  this  statement. 
578  At  page  1806  of  the  record  Commissioner  Ladue 
asked  Mr.  Hanna  the  following  question:! 

i 

“Mr.  Hanna,  the  Commission  desires  to  get  the  benefit 
of  your  views  and  opinions  from  a  transportation  and  op¬ 
erating  standpoint  on  several  matters  in  connection  with 
the  service  to  be  rendered  in  the  city  by  the  various  trans¬ 
portation  agencies  involved  here,” 

and  followed  that  up  by  asking  a  question  about  the  pos¬ 
sible  advantages  of  diverting  cars  of  one  system;  over  the 
tracks  of  the  other  at  various  points  and  to  various  sec¬ 
tions  of  the  city.  To  which  Mr.  Hanna  testified  in  general 
that  there  were  no  particular  advantages  to  be  gained  by 
the  changes  suggested  and  at  page  1812  testified  specific¬ 
ally  as  follows : 

“Before  taking  up  that  point — and  I  should  have  re¬ 
ferred  to  it  before  discussing  the  other  point — the  first  con¬ 
sideration  in  discussing  anything  of  this  sort  is;  whether 
we  are  considering  routing  for  a  unified  system  or  whether 
we  are  simply  talking  about  piecemeal  tie-ins  between  the 
two  systems.  That  is  essential  because  many  things  might 
be  done  if  the  system  were  a  unified  system  that  would 
not  be  at  all  practicable  simply  by  an  attempt  to  tie  in  the 
two  systems  as  they  exist  today.  Personally  I  do  not  think 
of  any  improvement  or  have  not  thought  of  any  improve- 
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ment  that  could  be  made  by  the  utilization  by  one  company 
of  the  tracks  of  another  that  would  be  of  any  particular 
benefit  either  as  regards  service  or  economy.  With  a 
unified  system,  of  course,  there  would  be  improvement’s 
possible  from  both:  points  of  view,  but  it  would  be  abso¬ 
lutely  necessary  to  consider  the  thing  as  a  whole  and  not 
in  one  individual  part.” 

Mr.  Hanna  also  discussed  with  Commissioner  Ladue  a 
number  of  changes  in  rerouting  and  otherwise  which  might 
result  from  a  merger  of  the  two  companies  and  the  de¬ 
velopment  of  the  triangle  south  of  Pennsylvania  Avenue 
by  the  United  States  Government.  He  further  testified 
that  it  would  not  be  possible  or  practicable  for  the  two 
companies  to  get  together  and  arrange  for  rerouting  and 
joint  use  of  tracks  without  an  arrangement  which  would 
be  in  effect  a  merger,  or  at  least  a  joint  operating  agree¬ 
ment,  that  is  for  the  joint  use  of  facilities,  franchises  and 
tracks  which  is  not  possible  under  existing  law;  that  such 
joint  operating  agreement  would  be  an  entirely  different 
thing  from  the  mere  use  of  facilities  of  one  company 
579  by  the  other  and  would  require  a  division  of  income 
upon  some  basis  and  a  central  operation  of  some 
sort  which  is  not  contemplated  or  permitted  by  existing 
law. 

In  answer  to  several  questions  by  Commissioner  Ladue 
(Tr.  1823  et  seq.)  as  to  whether  the  present  service  at  va¬ 
rious  points  over  various  lines  and  at  various  times  is  in 
excess  of  the  requitements,  Mr.  Hanna  testified  (Tr.  1826) 
that  there  is  usually  more  service  than  the  traffic  demands 
during  the  non-rush  hours;  the  non-rush  schedules  are  not 
based  upon  the  traffic  but  upon  a  reasonable  frequent  head¬ 
way;  that  there  are  many  places  on  the  line  where  traffic 
counts  in  the  non-rush  hours  show  probably  2  to  1  compli¬ 
ance  with  the  Commission’s  standards,  and  sometimes  a 
great  deal  more  than  that,  but  that  does  not  mean  that  it 
would  be  desirable  in  the  interest  of  the  public  to  meet 
that  headway;  that  there  are  times  during  the  non-rush 
hours  when  that  service  is  very  well  taken  up;  that  there 
are  other  times  when  the  cars  are  comparatively  empty, 
but  that  if  the  attempt  were  made  to  regulate  the  service  in 
the  non-rush  hours  solely  by  the  traffic  demand  as  measured 
by  the  Commission’s  standard  there  would  be  a  very  justi- 
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liable  complain-  all  over  town  because  frequency  of  head¬ 
way  is  an  important  consideration  and  the  public  are  en¬ 
titled  to  it  with  reasonable  economy.  The  people  are  inter¬ 
ested  in  the  service  that  they  get  fully  as  much  as,  if  not 
more  than,  the  rate  they  pay,  and  the  frequency1  is  a  very 
important  element  in  that  service.  It  also  affects  the  num¬ 
ber  of  passengers  and  there  is  a  balance  there  that  must  be 
taken  into  consideration  in  making  schedules.  The  head¬ 
ways  must  not  be  so  long  that  people  will  quit  coming  to 
get  the  cars.  The  Company  would  lose  money  by  it.  That 
it  is  absolutely  impossible  to  consider  any  one  ojf  the  sug¬ 
gested  changes  of  routing  alone;  (Tr.  1828)  that! Washing¬ 
ton  today  in  respect  of  diversity,  probably  ha$  the  best 
street  car  service  of  any  city  in  the  country.  That  on  The 
Capital  Traction  Company  line  there  is  a  more  diversified 
routing  than  any  other  system  of  which  he  has  knowledge, 
particularly  in  the  rush  hours.  The  statement  is 
580  made  by  all  of  the  experts  and  engineers  who  have 
studied  this  Company’s  system  that  the  rjouting  is 
too  complicated  and  this  is  true  from  the  theoretical  effi¬ 
ciency  point  of  view  but  that  very  complication  means  ser¬ 
vice  to  the  public.  It  cuts  down  the  number  of  transfers 
and  cars  are  operated  from  as  many  different  points  to  as 
many  other  points  as  possible.  That  is  perhaps  practically 
speaking  not  an  efficient  method  of  operation  but  it  is  highly 
desirable  from  the  public  point  of  view.  For  instance  cars 
are  operated  south  on  14th  Street  to  a  great  many;  destina¬ 
tions  during  the  rush  hours  and  cars  are  operated  from  out¬ 
lying  points  to  a  great  many  different  destinations.  •  This 
could  be  simplified  if  a  complete  rerouting  were  put  into 
effect  but  a  great  many  of  the  public  would  suffer  I thereby 
because  they  would  have  to  transfer.  It  looks  on  a  map  as 
though  this  would  be  the  logical  thing  to  do  but  ijt  would 
not  be  the  convenient  thing  because  it  would  make  a  great 
many  passengers  transfer  who  are  now  able  to  get  to  their 
destinations  without  transferring.  The  consideration  of 
the  whole  traffic  system  is  a  very  complicated  and  iserious 
problem.  (Tr.  1829).  That  as  a  part  of  this  case  hie  could 
not  intelligently  discuss  any  detailed  changes  or  diversions 
at  one  point  or  another  without  considering  the  whole 
problem;  that  if  and  when  a  merger  has  taken  place  a  study 
should  be  made  of  all  of  the  various  plans  that  have  been 
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suggested  and  that 'the  Commission  itself  should  have  ex¬ 
perts  to  co-ordinate  such  plans  and  that  they  should  work 
with  the  companies’  transportation  departments  to  get  a 
tentative  scheme  and  then  hold  a  public  hearing  on  it ;  that 
the  public  is  entitled  to  know  what  is  going  to  happen. 

Mr.  Hanna  also  discusses  with  Commissioner  Ladue  (Tr. 
1831)  the  relative  desirability  of  a  system  of  long  through 
routes  as  compared  to  a  system  of  shorter  routes  from  out¬ 
lying  districts  intersecting  short  cross-town  loop  routes. 

In  answer  to  a  question  by  Chairman  Patrick,  Mr.  Hanna 
testified  (Tr.  1847)  that  the  Company  has  a  schedule  de¬ 
partment  which  tends  solely  to  making  of  schedules;  that 
it  is  under  the  direction  of  the  superintendent  of  traffic; 
that  his  assistant  is  the  head  of  the  schedule  department; 

that  there  are  probably  two  men  regularly  employed 
581  in  that  department,  that  is  there  is  the  superintend¬ 
ent  of  traffic  and  the  superintendent  of  schedules  and 
two  other  men;  that  there  is  a  very  close  cooperation  be¬ 
tween  that  department  and  the  transportation  department ; 
that  the  men  in  the  schedule  department  on  occasions  get  out 
in  the  street  and  help  the  transportation  department  in 
emergencies  to  handle  traffic  and  when  traffic  readings  are 
taken  the  men  from  both  departments  are  used  and  from 
some  other  departments;  that  at  the  time  the  last  consid¬ 
erable  change  in  schedules  were  made  effective  in  May 
1928,  the  schedule  department  was  working  for  2  or  3 
months  on  preliminary  studies  and  were  ready  to  submit 
it  to  the  Commission  in  February  1928.  That  the  Company 
got  the  authority  to  go  ahead  and  schedules  were  completed 
and  put  into  operation  in  May.  They  were  working  al¬ 
together  certainly  6  months  on  that  change.  When  a 
change  in  routing  is  involved  on  any  line  it  practically 
means  consideration  of  every  schedule  on  the  system  and 
with  the  force  augmented  as  it  would  be  under  those  con¬ 
ditions  it  would  take  4  or  5  months  or  more,  to  make  effec¬ 
tive  a  complete  rerouting  change  and  a  complete  change 
would  be  necessary  in  almost  every  instance  where  a  di¬ 
version  of  one  line  occurs  to  another.  Things  are  so  inter¬ 
woven  that  it  is  impossible  to  consider  on-  part  of  the 
system  by  itself  (Tr.  1849). 

At  transcript  1849  et  seq.  Mr.  Hanna  discusses  with 
Chairman  Patrick  the  peaks  in  the  traffic  and  possible  stag- 
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gering  of  the  hours  of  the  Government  departments  and 
also  the  matter  of  speed  or  running  time  as  compared  with 
other  cities. 

Whereupon  Commissioner  Hartman  (Tr.  1S50)  asked 
the  following  question: 

4  4  There  are  six  questions  I  want  to  ask  o g  both  Mr. 
Hanna  and  Mr.  Ham,  covering  the  same  points  in  j  both  in¬ 
stances.  As  long  as  Mr.  Hanna  is  on  the  stand  I  will  ask 
him  first,  and  I  want  it  definitely -understood  that  in  asking 
these  questions  there  is  no  criticism  of  the  equipment  in- 
volved  whatsoever.  All  of  the  questions  relate  to  equip¬ 
ment  or  items  in  connection  therewith.” 

I 

Whereupon  in  answer  to  the  questions  propounded 
582  Mr.  Hanna  testified  that  he  considered  all  types  of 
car  trucks  used  by  The  Capital  Traction  Company 
modern;  that  the  Monitor  type  roof  of  car  has  not  been 
fashionable  in  recent  years  but  that  in  his  opinion  it  has 
very  great  advantages  over  1  ho  modern  arch  type  roof; 
that  the  principal  advantage  is  the  appearance  of  the  venti¬ 
lators.  The  Monitor  roof  is  put  on  a  car  to  furnish  venti¬ 
lation.  On  the  more  modern  types  of  cars  some  jof  them 
have  abandoned  the  Monitor  roof  and  the  ventilators  are 
not  visible.  That  in  his  opinion  a  good  deal  of  bad  venti¬ 
lation  depends  upon  the  individual,  and  that  if  he!  can  see 
a  ventilator  open,  the  air  is  much  pleasanter  to  him  than  if 
he  cannot  see  any  ventilator  (Tr.  1857). 

In  response  to  a  question  propounded  by  Cormfiissioner 
Hartman,  “Are  the  step  heights  on  some  of  youi^  cars  in 
excess  of  the  normal,  modern  construction?”  I  witness 
Hanna  replied,  “That  may  be.  The  question  of  step  height 
is  no  longer  important.  A  modern  car,  of  course,  would  be 
built  with  somewhat  lower  steps,  because  smalle^  wheels 
would  be  used  and  smaller  motors  and  a  smaller  car  pos¬ 
sibly.  But  we  have  no  cars  with  excessive  step  heights,  if 
we  except  the  open  cars”  (Tr.  p.  1857). 

Thereupon  in  answer  to  questions  previously  asked  for 
which  the  data  was  not  immediately  available,  Mr.  Heb- 
erle  testified  that  (Tr.  1923)  the  3  per  cent  sinking  fund 
basis  used  at  present  applied  to  the  railway  property  for 
the  year  1928  gave  a  total  of  $324,208.24  as  accrual  through 
operating  expenses.  This  amount  at  a  3  per  cent!  sinking 
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fund  rate  is  equivalent  to  a  straight  line  amount  of  $468,- 
212.46.  If  the  rate  were  4  per  cent  instead  of  3  per  cent 
the  amount  on  the  sinking  fund  basis  would  have  been  $286,- 
346.19.  On  a  4%  per  cent  sinking  fund  basis  the  amount 
would  have  been  $268,954  and  with  a  5  per  cent  sinking  fund 
rate  $252,571  (Tr.  1924  to  1927). 

In  answer  to  a  question  by  Commissioner  Hartman  on 
page  1218  of  the  transcript  with  respect  to  certain  figures 
representing  improvements  on  leased  line  Mr.  Heberle  ex¬ 
plained  (Tr.  1924)  the  figures  and  particularly  an  amount 
purporting  to  be  $4300  which  was  a  typographical  error  and 
should  have  been  $43.55  (Tr.  .9^24,  to  1927). 

At  pages  1927,  28  and  29  Mr.  Heberle  answered  a  pre¬ 
vious  question  by  Commissioner  Hartman  with  respect  to 
the  inclusion  in  fair  value  for  the  District  of  Columbia  cer¬ 
tain  property  for  the  Kensington  line  in  Maryland,  stating 
that  with  the  exception  of  an  800  gallon  tank  which  cost 
$135^  no  part  of  the  remaining  $7,234  involved  was 
583  included  in  the  figures  representing  the  fair  value  of 
the  property  used  and  useful  for  street  railway  oper¬ 
ations  within  the  District  of  Columbia,  such  costs  having 
been  allocated  to  Maryland  property  values. 

In  answer  to  a  previous  question  by  Commissioner  Hart¬ 
man  as  to  the  allocation  of  special  assessments  on  real 
estate,  Mr.  Heberle  testified  that  in  1915,  1916  and  1917 
certain  special  assessments  were  charged  to  miscellaneous 
property  account;  that  the  expenditure  in  1915  and  1916 
relate  to  property  which  was  disposed  of  in  1916  and  1917 
and  removed  from  fair  value;  that  the  charge  in  1917  re¬ 
lates  to  property  on  1st  Street,  S.  W.  which  at  no  time  was 
included  in  fair  value  (Tr.  1929). 

Mr.  Heberle  further  testified  in  answer  to  a  question  pro¬ 
pounded  by  Commissioner  Hartman  on  page  1221  of  the 
transcript  that  the  item  of  $580  referred  to  for  relocation 
of  building  was  a  charge  in  connection  with  the  construction 
of  substation  No.  4  and  covered  the  additional  expense  for 
grading  involved  in  locating  the  building  on  the  rear  of  the 
lot  instead  of  the  front  of  the  lot  as  it  was  intended.  That 
with  respect  (Tr.  1931)  to  an  item  of  $20,287  for  location  of 
crossover  at  14th  and  Monroe  Streets,  it  became  necessary 
in  1921  to  renew  the  crossover  which  was  then  located  at 
14th  and  Park  Road  and  the  amount  covers  the  cost  of  the 
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new  crossover  in  the  new  location.  The  value  of  the  orig- 
inal  cross  over  at  the  old  location  was  removed;  from  the 
capital  account  and  from  fair  value  and  there  is  no  amount 
included  in  connection  with  this  crossover  for  change  in 
location.  With  respect  to  an  item  of  $2,298  for  change  in 
grade  of  crossing  it  relates  to  changes  in  grade  of  crossing 
at  14th  and  H  Streets  in  1917.  The  total  cost  pf  raising 
the  grade  of  this  crossing  to  the  new  grade  established  by 
the  District  of  Columbia  was  $2,424  and  in  the  same  year 
the  grade  of  the  curve  at  14th  and  New  York  Avenue  was 
raised  for  the  same  reason  at  a  cost  of  $1,173.  Both 
amounts  were  properly  chargeable  to  capital  account  and 
appear  in  the  statement  of  fair  value.  The  itejn  of  $127 
for  changes  in  duct  lines  was  for  work  op  the  east 
584  end  of  the  M  Street  bridge  over  Rock  Creek  which 
was  made  necessary  by  changes  to  the  bridge  made 
by  the  District  of  Columbia.  With  respect  to  the  items 
$642  for  removal  of  abandoned  track  in  1917  and  $393  for 
removal  of  abandoned  track  and  changes  of  location  of 
track  in  1916,  the  latter  amount  $393  is  a  credit  land  not  a 
charge.  The  charge  of  $642  relates  to  the  removal  of  the 
tracks  about  the  Senate  Office  Building.  The  capitalized 
cost  of  the  track,  including  removal  charges,  was:  taken  out 
of  the  capital  account  at  the  conclusion  of  the  vfork.  The 
charge  was  incident  to  the  removal  of  the  tracks  on  26  and 
M  Streets  and  the  building  of  new  tracks  on  Pennsylvania 
Avenue  between  26th  and  29th  Streets  as  required  by  an 
Act  of  Congress  (Tr.  1933)  The  item  of  $2,480  in  1917  was 
a  part  of  the  same  transaction. 

The  item  of  $16,170  for  rent  of  buildings  shoym  on  Ex¬ 
hibit  No.  6  includes  rental  paid  by  the  Washington  Rapid 
Transit  Company  for  space  occupied  in  the  Decaitur  Street 
barn  which  is  made  up  of  cash  rent  $8250  and  property 
$6545.  | 

In  answer  to  questions  by  Commissioner  Hnrtman  on 
page  1239  of  the  transcript  Mr.  Heberle  testified  (Tr.  1934) 
that  in  addition  to  writing  off  single  truck  cars  the  depre¬ 


ciation  reserve  was  used  as  follows : 

1916  Fare  Boxes  retired  . j  $69.83 

1919  Street  car  trucks  retired . .  12,084.49 

Fare  boxes  retired . j  481.39 

32 — 5316a 
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1920  Street  car  trucks  retired .  3,823.25 

1921  “  4  4  44  44  .  17,007.41 

Car  fenders  retired  .  2,292.86 

1926  Slack  adjusters  retired .  1,198.25 

1928  Rattan  seats,  etc.,  on  6  cars .  2,910.00 


$39,867.48 

He  further  testified  in  answer  to  questions  by  Commis¬ 
sioner  Hartman  on  page  1239  of  the  transcript  that  the 
original  cost  of  metal  tokens  which  was  written  out  was 
$9,536;  that  depreciation  had  accrued  on  them  during  the 
time  they  were  in  use  of  $8,384. ;  that  when  they  were  writ¬ 
ten  out  of  capital  $8,384.  was  charged  to  depreciation 
585  and  $1,151.  to  operating  expenses  for  the  year  1928. 

In  answer  to  questions  previously  asked  by  Com¬ 
missioner  Hartman  Mr.  Hanna  testified  (Tr.  1940)  that 
tokens  are  used  in  the  first  zone  outside  of  the  Citv  of 
Baltimore,  bevond  that  zone  the  fare  is  5  cents  and  tokens 
are  accepted  if  presented;  that  in  St.  Louis  transfers  are 
not  exchanged  between  street  railway  and  independent  bus 
lines;  that  the  maintenance  figures  for  Rochester  included 
9.26  miles  of  subway  which  is  new  construction  and  has  re¬ 
quired  very  little  maintenance ;  that  the  Rochester  lines  are 
being  operated  under  a  service  at  cost  plan;  that  for  the 
year  1928  the  Baltimore  Park  tax  was  $1,058,563,  licenses 
$10,089;  city,  state  and  county  taxes  $390,678.;  taxes — 
Baltimore,  Sparrows  Point  and  Chesapeake  Railway  bonds 
$3,682. ;  rental  of  subway,  $80,865 ;  Federal  corporation  tax, 
$35,181;  total  assignable  to  railway  operations,  $1,579,061, 
which  is  9.7  per  cent  of  their  gross  earnings.  There  are 
taxes  and  public  charges  consisting  of  federal  tax  on  bonds, 
$27,735 ;  tax  refund  income  bonds,  $10,590 ;  paving  charges 
for  operating  $82,217 ;  depreciation  $15,849 ;  road  and 
equipment  $43,121,  making  a  grand  total  of  $1,758,574,  or 
10.87  per  cent  on  gross  earnings  (Tr.  1943). 

That  paving  charges  are  not  included  by  The  Capital 
Traction  Company  as  taxes.  That  Chicago  pays  a  city  or 
state  income  tax  of  $2,526,000  as  a  division  net  revenue  and 
a  federal  income  tax  of  $327,994. 

In  St.  Louis  the  income  tax  is  $373 ;  in  Cincinnati  $72,000 ; 
in  Cleveland  $293,104;  in  Philadelphia  $850,010;  in  Boston 
$484,207  and  in  Pittsburgh  $138,227.  The  wide  variation 
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in  the  amount  of  federal  income  tax  simply  emphasizes  the 
fact  that  it  depends  very  largely  on  the  ratio  of  ^tock  to 
bonds.  That  the  basis  for  accruing  depreciation  in  Chicago 
8  per  cent  of  revenue  for  renewals  and  depreciation;  and 
in  Philadelphia  the  Public  Service  Commission  in  1926 
fixed  $2,490,000  on  a  straight  line  basis;  (Tr.  1945!)  in  St. 
Louis  in  1926  the  Commission  reduced  the  yearly  bum  set 
aside  for  depreciation  from  $1,200,000  to  $800,000;;  in  Bal¬ 
timore  the  depreciation  situation  is  in  thq  courts 
586  (since  decided  by  the  Supreme  Court  of  the  United 
States);  in  Pittsburgh  in  1925,  track  4  per  cent, 
tunnels  and  underground  conduit  1  per  cent,  bridges  and 
inclines  21/b  per  cent,  overhead  structure  2 1/>  per  cent, 
buildings  2  per  cent,  cars  6  per  cent,  tools,  furniture  and 
fixtures  12  per  cent,  sub-station  31/?  per  cent,  evidently 
straight  line  figures.  Los  Angeles — depreciation  is  set  up 
on  the  books  upon  the  basis  of  the  estimated  average  life 
of  the  property;  Buffalo  $1,016,000  was  set  up  in  1928  with 
no  data  as  to  how  it  was  derived.  In  San  Francisco  on  the 
Market  Street  line  the  information  is  very  indefinite;  in 
Milwaukee  the  Railroad  Commission  in  1918  decided  upon 
2.82  per  cent  of  the  physical  property  to  be  set  rip  in  the 
reserve  for  depreciation;  in  Cincinnati  the  Service  at  cost 
franchise  provides  $1,750,000  set  up  on  December  31,  1921, 
from  gross  receipts  in  a  special  depreciation  reserve  fund 
and  equal  monthly  payments  thereafter  aggregating  in 
1926  and  1927,  $275,900  each  year,  $172,500  in  1928, j  $122,500 
in  1919  with  some  elastic  provisions.  In  Cleveland  for 
maintenance,  depreciation  and  renewals  12  cents1  per  car 
mile,  12  cents  per  double  deck  coach  mile,  10  dents  per 
single  deck  coach  mile  (Tr.  1948)  and  60  per  cent  of  such 
car  mile  rate  for  trailers  operated  during  the  month  but 
this  covers  maintenance,  depreciation  and  renewal;  accounts 
and  is  not  comparable ;  Minnesota,  2.11  per  cent  on  depre¬ 
ciable  property;  Seattle  in  1929  $747,243  based  upon  vary¬ 
ing  rates  for  different  classes  of  property,  according  to  de¬ 
tailed  list.  Rochester — service  at  cost  with  cljarges  to 
operating  expenses  of  2  per  cent  per  annum  of  j  the  base 
value  credited  to  the  account  known  as  renewals  and  depre¬ 
ciation  fund,  not  to  exceed  $600,000.  That  the  3  electric 
locomotives  in  Buffalo  are  included  in  their  maintenance 
figures. 
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That  the  basis  for  charges  for  chartered  bus  service  of 
The  Capital  Traction  Company  is  estimated  on  the  mileage 
to  be  made  to  which  is  applied  a  rate  of  60  cents  per  mile 
for  parlor  coaches  and  50  cents  per  mile  for  city  coaches 
and  20  per  cent  more  for  use  of  the  37  passenger 

587  coach;  with  a  mimimum  charge  of  $8  for  city  type 
buses  and  $10  for  parlor  car  buses.  There  are  cer¬ 
tain  other  special  charges  for  special  services  (Tr.  1951). 

The  last  three  contracts  for  track  construction  work  with 
a  general  contractor  were  as  follows : 

Aug.  19,  1908,  with  Edmund  Saxton  for  labor  and  mate¬ 
rial  incident  to  the  construction  of  the  track  on  the  Union 
Station  Plaza  and  approaches  and  other  contiguous  streets, 
including  the  instal-ation  of  special  work  and  drains.  This 
work  was  done  at  a  specific  cost  per  foot  or  other  unit  of 
construction  and  included  contractor’s  costs  and  profit. 
There  is  no  way  of  determining  what  the  contractor’s  profit 
amounted  to ; 

A  contract  with  Saxton,  dated  September  9,  1908,  for 
the  construction  of  the  New  Jersey  Avenue  line  under  con¬ 
ditions  similar  to  the  previous  one  and  presumably  all  the 
work  done  by  Mr.  Saxton  for  the  Company  was  done  upon 
a  similar  basis.  With  the  exception  of  the  Florida  Avenue 
line  he  built  all  of  the  original  conduit  construction  in 
Washington  at  a  price  per  foot  wdiich  covered  everything 
except  metal  materials  which  were  furnished  by  the  Com¬ 
pany.  The  Company  had  one  contract  with  Mr.  Saxton 
on  a  percentage  basis  which  was  the  converting  of  the  cable 
system  into  an  electric  system  in  which  he  was  paid  15 
per  cent  for  services,  tools  and  equipment. 

The  third  contract  was  in  1919  with  Engel  &  Hevenor 
for  the  rebuilding  of  the  conduit  track  on  14th  Street  be¬ 
tween  Q  Street  and  Rhode  Island  Avenue.  This  contractor 
furnished  all  labor  and  such  tools  and  supplies  as  were  not 
furnished  by  the  Company  upon  the  basis  of  cost  plus  10 
per  cent  (Tr.  1954).  That  was  the  only  contract  of  that 
character  ever  made  by  the  Company  and  was  in  1917  when 
labor  conditions  in  Washington  and  elsewhere  were  very 
difficult,  and  in  order  to  facilitate  the  rebuilding  work  it 
was  done  in  that  way.  He  had  no  special  tools  or  equip¬ 
ment  for  this  work  and  in  fact  comparatively  few 

588  tools  of  any  sort  but  was  able  to  furnish  labor  and 
foreman  which  the  Company  were  unable  to  get 


I 

I 

THE  CAPITAL  TRACTION  COMPACTS’  ET  AL.  501 

j 

themselves.  This  contract  was  not  very  satisfactory  and 
was  only  made  because  very  little  renewal  work, had  been 
done  during  war  time  and  a  great  deal  had  to  be  done  and 
it  was  necessary  to  secure  all  the  labor  available  particu¬ 
larly  foreman  and  skilled  laborers. 

Whereupon  in  answer  to  a  previous  request  of!  the  Com¬ 
mission  Mr.  Hanna  offered  and  there  was  admitted  in  evi¬ 
dence  Exhibit  No.  138,  the  same  being  a  historical  state¬ 
ment  of  the  Company’s  depreciation  accruals  beginning  in 
1911  (Tr.  1956).  Mr.  Hanna  explained  that  this  Exhibit 
shows  the  total  accruals  through  expenses,  interest  and 
surplus,  the  totals  including  depreciation  on  busies  as  well 
as  on  other  equipment,  but  the  first  part  of  the  statement 
does  not  include  buses.  j 

In  answer  to  a  question  by  Mr.  Clayton  Mr.  H^nna  testi¬ 
fied  that  none  of  the  Company’s  bus  lines  hads  been  pri¬ 
marily  instituted  as  a  measure  of  protection  against  the 
operation  of  independent  bus  lines;  that  they  are  feeder 
bus  lines  entirely,  merely  extensions  of  service  with  the 
exception  of  the  coach  lines  which  is  the  extension  of  serv¬ 
ice  in  a  different  way,  furnishing  a  different  character  of 
service  (Tr.  1960).  j 

| 

589  Thereupon  Mr.  Fleharty,  peoples  counsel,  over 
objections  and  subject  to  exceptions  oni  behalf  of 
The  Capital  Traction  Company  placed  upon  thb  stand  the 
following  witnesses  who  testified  as  follows: 

E.  H.  Pullman,  a  newspaper  correspondent!  and  vice- 
president  of  the  Public  Utilities  Committee  of  the  Manor 
Park  Citizens  ’  Association,  testified  with  respect  to  certain 
alleged  deficiencies  in  the  service  of  the  street  railway 
with  respect  to  his  community  at  Takoma  Park  and  par¬ 
ticularly  with  respect  to  service  schedules  on  the  Washing¬ 
ton  &  Maryland  Railway  line.  He  also  testified  as  to  the 
desirability  of  half  fares  for  school  children  and  that  gen¬ 
erally  speaking  his  Association  is  against  increased  costs 
of  living  including  transportation  by  street  cars  (Tr.  2071- 
2107).  j 

Horace  J.  Phelps,  Chairman  of  the  Committee  on  Public 
Utilities  of  the  Petworth  Citizens’  Association  testified  that 
the  Association  asks  for  two  reforms  in  street  railway 
service,  each  of  which  tends  to  decrease  the  gross  revenues 
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of  the  Companies.  First,  that  transfers  he  issued  at  nu¬ 
merous  intersections  where  thev  are  not  now  issued,  and 
second,  that  of  granting  of  half  fares  to  school  children  and 
that  subject  to  these  two  reforms — universal  transfers  and 
half  fares  for  school  children — his  Association  is  not  op¬ 
posed  to  such  increase  in  fares  as  shall  be  found  necessary 
(Tr.  2108-2111). 

Stephen  E.  Kramer,  First  Assistant  Superintendent  of 
Public  Schools,  took  the  position  that  reduced  rates  for 
school  children  were  desirable;  that  as  other  expenses  of 
books  are  paid  by  the  public  it  should  also  pay  the  cost  of 
transportation  of  such  children;  that  any  such  reduced 
rate  would  have  to  be  adjusted  with  equity  in  regard  to 
the  people  who  have  to  pay  the  rate;  that  he  as  an  individual 
and  a  citizen  would  be  willing  to  pay  the  extra  fare  to  give 
school  children  a  half  fare,  just  as  he  is  willing  to  pay 
taxes  to  send  them  to  school  (Tr.  2111  to  1223). 

Mrs.  W.  T.  Bannerman.  Legislative  Chairman  for  the 
District  of  Columbia  Congress  of  Parents  and  Teachers, 
testified  that  the  Association  had  repeatedly  acted 
590  favorably  upon  half  fares  for  school  children  on  the 
street  cars  and  buses ;  that  they  had  been  before  the 
Public  Utilities  Commission;  that  the  Commission  took 
the  stand  that  it  did  not  have  authority  to  grant  reduced 
car  fares  (Tr.  2128  2131). 

James  W.  Yaden,  a  delegate  from  the  Pet  worth  Citizens’ 
Association,  testified  that  he  is  Chairman  of  the  Committee 
on  Education  of  the  Federation  and  also  President  of  the 
McFarland  Junior  High  School  Parent  Teachers  Associ¬ 
ation  as  well  as  Vice-President  of  the  D.  C.  Public  School 
Association  and  also  a  director  of  the  Washington  Rapid 
Transit  Company;  that  in  his  opinion  there  should  be  a 
half  fare  or  reduced  fare  for  school  children  in  the  elemen¬ 
tary  schools,  junior  high  schools  and  senior  high  schools, 
because  education  is  a  public  function  and  the  same  argu¬ 
ments  would  apply  as  apply  to  the  purchasing  of  sites, 
the  building  of  schools  and  the  purchase  of  textbooks  and 
supplies — that  the  burden  should  be  distributed  to  the  pub¬ 
lic  at  large;  that  the  Commission  should  take  judicial  notice 
of  any  deficiencies  that  might  result  from  such  reductions 
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and  he  would  not  be  opposed  to  meeting  that  deficiency  by 
an  increase  in  car  fare  if  it  were  found  necessary  (Tr. 
2131-2138).  I 

! 

Dr.  George  H.  Richardson,  president  of  his;  local  citi¬ 
zens’  association  and  also  of  the  Federation  of  Civic  Citi¬ 
zens  Associations  (a  colored  organization)  testified  that  re¬ 
duced  rates  for  school  children  would  be  a  gre^t  relief  to 
them  (Tr.  2139-2141). 

j 

David  Babp,  Secretary  of  the  Federation  of  Citizens 
Associations,  testified  that  he  had  gone  over  the  minutes 
and  that  on  numerous  occasions  the  Federatioii  had  taken 
a  stand  in  favor  of  reduced  car  fare  for  school  children 
(Tr.  2142,  2143). 

'  i 

i 

i 

A.  C.  Hayden,  president  of  the  Mus-cians ’s  j  Union  and 
affiliated  with  the  Central  Labor  Union,  testified  that  the 
Central  Labor  Union  had  taken  action  on  the  petition  of 
The  Capital  Traction  Company  for  increased  fares  and 
express  the  opinion  that  there  should  not  be  an  increase  of 
fare  unless  there  is  a  valuation  brought  up  to  date  which 
would  show  to  the  Public  Utilities  Commission  j  that  an  in¬ 
crease  of  fare  was  justified;  that  the  Central  Labor  Union 
had  taken  no  definite  action  on  the  4uesfi°n  of 
591  reduced  fares  for  school  children  (Tr.  2148-2160). 

Henry  W.  Lynn  (Tr.  2161)  claiming  to  be  an  expert  in 
street  railway  and  other  matters  took  up  16  pages  of  the 
record  in  attempting  to  qualify  himself  as  a  witness. 

| 

Thereupon  in  response  to  a  statement  by  Mr.  Bowen, 
counsel  for  the  Washington  Railway  and  Electric  Com¬ 
pany  said  that  the  Commission  had  announced  this  case 
closed  so  far  as  the  main  issues  are  concerned,^ 4  except  as 
I  see  it  as  to  rebuttal  of  any  evidence  that  the  Commission 
may  have.”  Chairman  Patrick  stated  that  they  did  not 
announce  that,  but  announced  that  the  companies’  case  had 
been  closed  (Tr.  2178). 

Mr.  Clayton  thereupon  (Tr.  2180,  2187)  made  certain 
offers  of  proof  with  respect  to  the  accounts!  and  other 
figures  of  the  Washington  Railway  &  Electric  Company 
and  the  Potomac  Electric  Power  Company  witfi  respect  to 
which  the  Chairman  of  the  Commission  stated  that  the 
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Commission  had  already  taken  cognizance  of  the  reports 
of  the  Company  and  there  was  no  occasion  to  revamp  them 
and  bring  them  into  the  record  again;  that  the  annual  re¬ 
port  of  the  Washington  Kailway  &  Electric  Company  shows 
every  dollar  it  received  from  every  possible  source  and 
the  Commission  has  taken  judicial  notice  of  that  fact  (Tr. 
2188). 

Whereupon  the  Chairman  of  the  Commission  offered  in 
evidence  over  the  objection  and  subject  to  the  exception 
of  the  Capital  Traction  Company  (Tr.  2195)  a  letter  from 
The  Capital  Traction  Company  to  the  Commission  under 
date  of  September  1;  1929,  stating  the  position  of  the  Com¬ 
pany  in  objection  to  the  consideration  of  any  merger  agree¬ 
ment  as  a  part  of  the  hearing  on  its  application  for  in¬ 
creased  fare. 

Whereupon  Chairman  Patrick  (Tr.  2197),  over  the  ob¬ 
jection  and  exception  of  The  Capital  Traction  Company, 
further  asked  Mr.  Hanna  whether  he  had  not  testified 
before  the  Senate  Committee  that  the  economies  to  be  ef¬ 
fected  by  a  merger  would  amount  to  about  a  million  dollars 
a  year  and  read  to  Mr.  Hanna  excerpts  from  the  hearing 
before  the  said  Senate  Committee  with  respect  to  which 
Mr.  Hanna  testified  that  he  did  not  recall  having  ever  testi¬ 
fied  that  the  saving  would  amount  to  any  specific  sum ;  that 
in  answering  the  question  he  had  in  mind  that  the  whole 
situation  as  changed  by  the  merger  would  probably  in¬ 
crease  the  earnings  sufficiently  to  approximate  6  per  cent 
on  $50,000,000;  that  the  figures  given  for  actual  earnings 
were  approximate,  as  were  the  amounts  to  be  saved  from 
the  elimination  of  taxes  for  paving  and  crossing  policemen ; 

that  he  had  not  seen  this  testimony  and  it  had  been 
592  a  year  and  a  half  since  it  was  given  but  that  with 
the  exception  that  he  does  not  know  that  the  total 
savings  from  operation  would  amount  to  a  million  dollars 
the  position  taken  by  him  at  that  time  he  still  adheres  to. 

Chairman  Patrick  then  read  Mr.  Hanna  an  extract  from 
the  September  issue  of  the  American  Electric  Railway  As¬ 
sociation  magazine  purporting  to  a  statement  by  Mr.  Hanna 
as  second  vice-president  of  the  American  Electric  Railway 
Association  and  President  of  The  Capital  Traction  Com¬ 
pany,  to  which  Mr.  Hanna  replied  that  the  views  therein 
expressed  he  has  frequently  expressed  before  this  Public 
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Utilities  Commission  and  before  committees  of  Congress 
(Tr.  2199).  | 

! 

Thereupon  Byers  McKenney  Bachman,  Chief  Account¬ 
ant  of  the  Commission  was  produced  by  and  on  behalf  of 
the  Commission  and,  over  the  objections  and  subject  to  the 
exception  of  The  Capital  Traction  Company,  testified  that 
he  had  held  that  position  since  September,  1924^  that  in 
his  position  he  is  familiar  with  the  financial  reports  sub¬ 
mitted  by  the  public  utilities  of  the  District  of  Columbia; 
that  the  prospective  savings  through  merger  he  estimated 
as  follows  (Tr.  2200) :  j 

$250,000  by  the  allocation  of  the  crossing  policemen  tax 
and  portion  of  paving  tax,  chargeable  both  to  capital  and 
to  operation  which  in  themselves  amount  to  about  $310,000, 
from  which  would  be  deducted  about  $60,000  loss!  through 
1  and  2  cent  transfers  which  the  companies  now  receive, 
leaving  a  net  savings  of  about  $250,000. 

That  he  had  examined  the  merger  agreement  [to  which 
the  two  companies  consented  something  more  thain  a  year 
ago  and  also  the  formal  unification  agreement  which  the 
Commission  presented  to  the  companies  for  their  considera¬ 
tion  at  this  hearing;  j 

That  the  difference  between  the  bond  interest  which  would 
be  paid  by  the  merged  company  compared  with  the  interest 
now  paid  by  the  two  separate  companies  would  represent  a 
savings  in  bond  interest  of  $227,208 ;  that  such  savings  would 
be  reflected  not  in  operating  expenses  of  the  merged  com¬ 
pany  but  in  the  income ;  that  there  would  be  a  reduction  in 
the  total  number  of  reports  that  would  h^ive  to  be 
593  made  under  the  law  and  under  the  regulations  of  the 
Commission  (Tr.  2203,  2204)  to  the  Public  Utilities 
Commission  of  the  District  which  in  his  opinion  would  effect 
a  further  saving  in  the  cost  of  operating  the  mefged  com¬ 
pany  as  compared  with  the  cost  of  operating  the  two  separ¬ 
ate  companies  which  he  would  think  at  a  minimum  would 
be  approximately  $30,000  to  $35,000;  that  the  savings  of 
$250,000  through  elimination  of  paving  and  crossing  police¬ 
men  charges,  the  saving  of  $227,000  in  interest  to  be  paid  on 
bonds  and  $30,000  in  the  cost  of  management,  that  is  ren¬ 
dering  reports,  etc.,  would  make  a  total  of  $500;000;  that 
with  operating  conditions  as  they  are  at  present,  with  no 
change  in  the  rate  of  fare  and  with  a  gross  income  for  the 
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merged  company  equivalent  to  the  sum  of  the  present  gross 
income  of  the  two  company-  the  net  income  of  the  merged 
company  would  show  an  increase  of  half  a  million  dollars ; 
that  according  to  the  companies  own  exhibits  the  net  in¬ 
come  would  he  increased  to  $2,181,147 ;  that  the  estimated 
additional  earnings  to  be  made  by  the  respective  companies 
in  case  their  request  for  increased  fare  is  granted  is  $757,- 
480  which  is  $257,480  over  and  above  the  savings  estimated 
from  the  merger,  that  is  before  the  deduction  for  bond  in¬ 
terest  ;  that  deducting  $840,000  for  7  percent  on  the  pre¬ 
ferred  stock  would  leave  $1,280,637  which  would  permit  the 
payment  of  $ —  per  share  dividends  upon  the  150,000  shares 
of  common  and  preferred  stock  of  the  Washington  Kailway 
&  Electric  Company;  that  the  cost  of  keeping  one  set  of 
books  should  be  materiallv  less  than  two;  that  the  figures 
testified  to  are  entirely  outside  and  unrelated  to  outlays  for 
operation  (Tr.  2208). 

Mr.  Bachman  further  testified  in  answer  to  question  on 
cross  examination  by  Mr.  Riegel  that  nothing  becomes  of 
the  difference  between  the  bond  liabilit v  under  the  merger 
proposal  as  compared  with  the  present  bond  liability  ex¬ 
cept  that  it  is  income  available  for  stock  distribution;  that 
it  is  not  possible  by  a  merger  to  wipe  out  any  bonded  obli¬ 
gation,  but  the  difference  in  the  bonds  is  absorbed  by  the 
railway  company— assumed  by  the  railway  company;  that 
the  railway  takes  them  over  and  the  new  company  is  not 
liable  for  them  according  to  the  merger  agreement 
594  (referring  to  the  merger  agreement  between  the 
Company  which  expired  June  1,  1929,  because  of 
failure  of  Congress  to  approve  it) ;  that  under  that  agree¬ 
ment  The  Capital  Traction  Company  would  retire  but  the 
Washington  Railway  &  Electric  Company  would  still  exist 
and  the  remaining  bonded  indebtedness  not  assumed  by  the 
new  company  would  still  be  a  liability  of  the  Washington 
Railway  &  Electric  Company  (Tr.  2210). 

In  answer  to  a  question  by  Commissioner  Hartman  Mr. 
Bachman  testified  that  under  the  merger  plan  the  cost  of 
crossing  policemen  would  not  fall  on  the  car  rider. 

In  answer  to  questions  on  cross  examination  by  Mr. 
Hanna,  Mr.  Bachman  testified  (Tr.  2221)  that  $227,000  of 
interest  on  bonds  which  he  characterizes  as  a  saving  would 
not  have  to  be  paid  by  the  merged  company,  the  proposed 
Capital  Transit  Company,  but  that  in  his  testimony  the 
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amount  available  for  return  was  not  under  discussion ;  that 
the  general  mortgage  bonds  of  the  Washingtbn  Railway 
&  Electric  Company  cover  more  than  investment  in  transit 
property;  that  they  cover  a  part  of  the  purchaseiprice  of  the 
stock  of  the  Potomac  Electric  Power  Company  which  is 
not  determinable  in  any  way  whatsoever;  that  the  $227,000 
to  which  he  referred  represents  the  difference  between  the 
bond  interest  that  is  paid  at  present  and  that  which  would 
have  to  be  paid  by  the  merged  company;  that  these  bonds 
in  part  represent  an  investment  in  the  Potomac  Electric 
Power  Company  and  it  is  only  reasonable  to  Assume  that 
the  earnings  from  that  investment  would  be  used  to  pay  at 
least  a  portion  of  that  bond  interest;  that  in  this  connection 
he  was  not  discussing  the  return  on  value  at  all ;  that  his 
estimate  of  $30,000  to  $35,000  in  savings  which  lie  had  testi¬ 
fied  would  result  from  the  furnishing  of  one  set  of  reports 
to  the  Public  Utilities  Commission  instead  of  two  had  to  do 
not  only  with  these  reports  but  with  system  of|  accounting 
where  you  do  not  keep  duplicate  staffs  for  the  j  purpose  of 
accounting;  that  it  is  reflected  in  certain  accounts  extracted 
from  miscellaneous  and  general  expenses  and  he  estimated 
that  in  these  accounts  there  would  be  a  savings  between 
$30,000  and  $35,000;  that  it  would  be  v£ry  difficult 
595  to  ascertain  from  any  figures  which  he  h&d  the  total 
cost  of  accounting  for  the  two  companies  at  present 
because  this  expense  is  carried  through  accounts  other  than 
miscellaneous  and  general  expenses;  that  geheral  office 
clerks  amount  to  $146,424;  stationery  and  printing,  $46,618, 
or  a  total  of  $200,000  in  the  matter  of  stationery,  printing 
and  general  office  clerks ;  that  it  might  be  that  there  is  some 
considerable  economy  at  present  in  the  case  of!  the  Wash¬ 
ington  Railway  &  Electric  Company  because  the  officers  of 
the  Potomac  Electric  Power  Company  and  the  Washington 
Railway  &  Electric  Company  are  combined  offices;  that 
when  he  testified  that  “according  to  the  company’s  own  ex¬ 
hibits  its  net  income  would  be  increased  $2, 181, f  47”  he  did 
not  mean  net  income;  that  is  operating  income.!  “No,  $1,- 
681,000  on  which  that  is  based  is  operating  income.”  *  *  * 
“That  is  the  combined  operating  income  as  shown”  on  The 
Capital  Traction  and  “Washington  Railway  &  Electric  Ex¬ 
hibits  in  this  case;  that  on  Exhibit  No.  9  of  Tjhe  Capital 
Traction  Company,  operating,  income  is  shown  $4,205,510, 
no,  “that  is  operating  revenue”  and  operating  expenses, 
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taxes,  rentals  and  depreciation  $3,276,879,  making  The 
Capital  Traction  Company’s  income  $928,630.  Correspond¬ 
ing  to  that  Washington  Railway  &  Electric  Company  shows 
$752,416,  making  a  total  of  $1,681,047  operating  income  and 
to  that  add  $500,000;  that  you  cannot  add  savings  in  bond 
interest  to  operating  income  of  course,  but  if  you  work  it 
down  to  a  net  corporate  income  by  deduction  of  bond  inter¬ 
est  you  would  arrive  at  the  same  thing  and  that  he  assumed 
a  figure  of  $757,480  as  representing  the  estimated  increase 
due  to  increased  rate  of  fare  which  should  be  added  to  the 
$2,181,000  for  the  purpose  of  his  testimony;  that  what  he 
was  getting  at  was  not  the  return  on  the  stock  of  the  pro¬ 
posed  Capital  Transit  Company  but  return  under  the  mer¬ 
ger  of  the  stock  of  the  railway  company,  the  150,000  shares 
(Tr.  2220). 

When  asked  what  return  on  stock  of  the  Washington 
Railway  &  Electric  Company  had  to  do  with  earnings  of 
the  proposed  unified  transit  system,  he  replied  that  the 
common  stock,  according  to  the  agreement,  would  be  simply 
velvet,  as  he  sees  it,  to  the  Washington  Railway  &  Electric 
Company  (Tr.  2231).  It  would  represent  stock  issued  in 
addition  to  the  15,000,000  already  outstanding;  that 
596  while  it  is  issued  in  exchange  for  all  the  transit  prop- 
ertv  vou  could  set  that  aside  entirely  and  forget  all 
about  it  and  these  earning-  would  be  applicable  to  the  stock 
of  the  railway  company.  This  is  of  course  assuming  that 
the  optional  part  of  the  agreement  was  not  carried  out  and 
that  The  Capital  Traction  Company  stockholders  all  took 
preferred  stock ;  that  he  deducted  $817,890  interest  that  the 
Capital  Transit  Company  would  have  to  pay  but  it  is  true 
that  the  $227,000  would  still  have  to  be  paid;  that  he  made 
no  calculation  whatever  on  the  common  stock  of  the  pro¬ 
posed  Transit  Company ;  that  his  estimate  of  the  operating 
income  of  the  proposed  Transit  Company  without  an  in¬ 
creased  rate  of  fare  would  be  $1,681,000  (Tr.  2234)  and 
that  if  the  increased  fare  is  granted  there  would  be  added 
to  that  $757,000,  or  a  total  of  $2,438,000  and  in  addition 
there  would  be  the  other  estimated  savings  of  $250,000  plus 
$30,000  for  paving  and  crossing  policemen  and  accounting 
which  should  be  added;  that  the  bond  interest  of  the  new 
company,  the  Capital  Transit  Company,  would  be  $817,890 
which  would  leave  an  operating  income  for  that  Company 
of  $1,900,000  in  round  numbers;  that  the  preferred  stock 
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dividends  of  that  company  would  amount  to  $840,000,  leav¬ 
ing  in  round  numbers  $1,000,000  available  for  tjie  common 
stock  after  an  increase  in  fare  and  without  taking  into  con¬ 
sideration  the  saving  in  bond  interest  which  lie  had  re¬ 
ferred  to  but  that  would  not  be  available  of  course,  to  the 
new  Transit  Company;  that  on  the  theory  that  jthe  Wash¬ 
ington  Railway  &  Electric  Company  would  get  all  common 
stock  out  of  the  merger  the  $1,060,000  is  all  that  they  would 
get  from  their  rail  operations  which  would  represent  about 
$7  per  share  on  their  own  stock;  that  under  present  condi¬ 
tions  without  an  increased  rate  of  fare  there  would  be  left 
$303,000  or  about  $2  a  share  on  their  150,000  shares  (Tr. 
2238).  ! 

In  answer  to  cross  examination  by  Mr.  Ham  (Tr.  2239) 
the  witness  answered  that  the  savings  in  paving  cqsts  which 
he  had  estimated  could  not  be  made  without  legislation  by 
Congress;  that  these  paving  costs  are  in  accordance  with 
legislation  passed  by  Congress  as  are  also  charges 
597  for  crossing  policeman  and  the  Company  jcould  not 
be  relieved  of  these  except  by  legislation ;  that  there 
is  no  saving  to  the  Washington  Railway  &  Electric  Com¬ 
pany  in  this  interest  account  for  the  railway  company  still 
exists  and  it  would  still  have  to  pay  this  interest  of  course 
(Tr.  2243).  j 

In  answer  to  question  by  Commissioner  Hartman  Mr. 
Bachman  testified  that  he  is  familiar  with  the  way  the 
Washington  Railway  &  Electric  Company  keeps  its;  accounts 
and  that  in  the  case  of  additions  and  betterments  t)ie  report 
on  the  distribution  between  capital  and  maintenance  is 
made  by  the  engineering  section ;  that  the  cost  of  these  re¬ 
ports  by  the  engineering  section  are  not  taken  into  con¬ 
sideration  in  connection  with  the  $30,000  to  $35,000  esti¬ 
mated  savings;  that  that  saving  only  applies  to;  general 
and  miscellaneous  expense  accounts  and  does  not  have  any 
reference  to  any  of  the  other  accounts;  that  there  are  ac¬ 
counting  costs  of  the  Washington  Railway  &  Electric  Com¬ 
pany  that  are  reflected  in  the  other  accounts,  (Tr.  2245) 
that  as  far  as  he  knows  this  bond  interest  may  be!  paid  by 
the  Washington  Railway  &  Electric  Company  ffom  any 
funds  available  and  not  necessarily  from  revenue  received 
from  the  Potomac  Electric  Power  Company;  that  the  re¬ 
sult  of  his  computations  would  be  the  same  whether  he  was 
dealing  the  gross  or  net  income.  i 
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Thereupon  Mr.  Fleharty,  peoples  counsel,  (Tr.  224‘S) 
stated  that  he  had  expected  to  offer  testimony  of  expert 
and  other  witnesses  but  the  circumstances  of  the  case  are 
such  that  it  is  impossible ;  that  the  office  of  peoples  counsel 
is  limited  to  himself  and  his  assistant,  neither  of  whom  is 
an  expert  on  accounting  or  engineering  features;  that  he 
had  requested  the  Commission  to  make  an  appropriation 
for  the  employment  of  an  expert ;  that  the  Commission  had 
not  seen  tit  to  take  action  on  that  request  and  that  he  was 
therefore  without  any  further  evidence  to  offer. 

In  answer  to  a  question  by  Commissioner  Hartman  Mr. 
Fleharty  said  he  could  give  no  other  estimate  of  the  cost 
of  employing  such  expert  except  that  contained  in  his  letter 
to  the  Commission  which  gave  per  diem  figures  for  Mr. 

Beeler  and  two  assistants  for  a  10  day  period  which 
598  would  determine  whether  such  an  investigation  would 
be  desirable  or  would  result  in  benefits ;  that  the  cost 
of  such  preliminary  investigation  by  Mr.  Beeler  and  his 
assistants  would  be  approximately  $1230. 

Whereupon  the  following  occurred  (Tr.  2251  to  2253) : 

i 

4  4  Commissioner  Hartman :  4  Can  you  indicate  to  the  Com¬ 
mission  any  savings  that  you  expect  to  show  in  operating 
expenses  by  Mr.  Beeler’s  investigation?’ 

Mr.  Fleharty:  4 1  have  stated  that  I  am  not  an  expert 
in  these  matters.’ 

Commissioner  Hartman:  4 In  other  words,  you  are  ask¬ 
ing  the  Commission  to  authorize  an  expenditure  for  a  10- 
day  investigation  to  see  whether  or  not  the  evidence  should 
be  introduced.’ 

Mr.  Fleharty:  4 1  think  the  offer  speaks  for  itself.’ 

Commissioner  Hartman:  4 The  offer  is  not  a  matter  of 
record  in  this  case.’ 

Mr.  Fleharty:  4 No,  I  do  not  see  the  necessity  that  it 
should  be.’ 

Commissioner  Hartman:  ‘After  the  statement  you  have 
made,  I  think  it  should  be,  and  I  will  ask  the  Commission 
now  to  make  your  letter  to  the  Commission  a  part  of  the 
record  in  the  case.’ 

Mr.  Fleharty:  ‘That  is  entirely  satisfactory.’ 

Chairman  Patrick :  4  That  will  be  done.  ’ 

Commissioner  Hartman:  ‘Now  is  there  any  evidence 
you  are  sure  you  could  produce  if  the  expenditure  were 
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authorized  by  the  Commission,  that  would  be  helpful  in  this 
case?’  | 

Mr.  Fleharty:  ‘None  other  than  the  statement! of  Mr. 
Beeler  to  that  effect.’ 

Commissioner  Hartman:  ‘What  was  that  statement,  and 
is  it  in  writing  ?  ’  j 

Mr.  Fleharty:  ‘Mr.  Beeler  said  in  his  letter,  which  I 
forwarded  to  the  Commission,  that  he  felt  such  an  investi¬ 
gation  would  result  in  substantial  savings  in  operation.’ 

Commissioner  Hartman:  ‘Did  he  indicate  that?* 

Mr.  Fleharty:  ‘In  his  letter?’  i 

Commissioner  Hartman:  ‘Yes,  sir.’ 

Mr.  Fleharty:  ‘Yes,  sir.’ 

j  ~  i 

Commissioner  Hartman:  ‘What  were  the  points  con¬ 
cerning  which  substantial  savings  would  result?’ 

599  Mr.  Fleharty:  ‘You  have  asked  that  the  letter  be 
made  a  part  of  the  record,  and  the  letter  spejaks  for 
itself.  ’  j 

Commissioner  Hartman:  ‘You  have  not  asked  that  Mr. 
Beeler’s  letter  be  made  a  part  of  the  record.’ 

Mr.  Fleharty :  ‘I  ask  that  it  be  made  a  part  of  the  irecord, 
as  it  accompanied  my  letter.’ 

Commissioner  Hartman:  ‘Allright,  Mr.  Fleharty,  I  be¬ 
lieve  you  gave  a  statement  to  the  jiress.’ 

Mr.  Fleharty:  ‘I  do  not  understand.’ 

Commissioner  Hartman:  ‘I  believe  you  gave  4  state¬ 
ment  to  the  press  saying  that  the  Commission  had  withheld 
from  you  the  use  of  its  experts  in  this  hearing.’ 

Mr.  Fleharty:  ‘I  gave  no  such  statement  to  the  press.’ 

Commissioner  Hartman:  ‘If  appeared  in  the  pi*ess,  it 
appeared  without  your  sanction?’ 

Mr.  Fleharty:  ‘I  ask  that  this  conversation  be  joff  the 
record.’ 

Commissioner  Hartman:  ‘I  think  this  conversation,  on 
account  of  what  has  previously  been  said,  should  be; placed 
upon  the  record,  and  especially  on  account  of  the  statement 
you  have  just  made  in  the  record  you  were  handicapped  in 
your  conduct  of  the  case.’ 

Mr.  Fleharty:  ‘I  have  gave  no  such  statement  to  the 
press,  and  I  have  not  seen  such  statement  in  the  pr^ss.’ 

Commissioner  Hartman :'  ‘  It  appeared  in  the  j  Hwrst 
papers.  If  such  a  statement  appeared  in  the  papersj,  it  ap¬ 
peared  without  your  sanction?’ 
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Mr.  Fleliarty:  ‘I  do  not  understand.’ 

Commissioner  Hartman:  ‘If  such  a  statement  appeared 
in  the  papers,  it  appeared  without  your  sanction?’ 

Mr.  Fleliarty:  ‘That  information  was  withheld.  Yes, 
sir,  I  should  say  that,  definitely.’ 

Commissioner  Hartman:  ‘That  is  all.’  ” 

Whereupon  Mr.  Fleliarty,  peoples  counsel,  offered  and 
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Whereupon  the  following  occurred  (Tr.  2256) : 

“Chairman  Patrick:  ‘There  being  no  other  witnesses 
to  be  heard,  the  taking  of  testimony  as  to  the  application 
of  the  Capital  Traction  Company  for  an  increased  fare  is 
concluded.” 

Whereupon  counsel  for  The  Capital  Traction  Company 
and  the  Washington  Eailway  &  Electric  Company  stated 
that  they  woul /  stand  upon  the  record  as  made  subject  to 
objections  and  exceptions  noted  in  the  course  of  the  pro¬ 
ceedings. 

Whereupon  the  following  occurred: 

“Commissioner  Hartman:  ‘You  understand,  gentlemen, 
that  the  record  is  not  closed  yet  even  as  to  the  taking  of 
evidence.  ’ 

Mr.  Dunlop:  ‘I  thought  it  was.’ 
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Commissioner  Hartman :  ‘  Only  as  to  the  one  phase  of 
the  proceeding.  We  are  asking  now  if  you  have  any  motions 
with  respect  to  this  particular  feature  of  the  case;.’ 

Chairman  Patrick:  ‘This  feature  of  the  case,  that  is 
all’”  (Tr.  2257).  j 

Whereupon  Mr.  Riegel  stated  that  he  had  a  motion  to 
make  but  was  not  prepared  to  offer  it  at  that  time;  that  it 
had  to  do  with  the  merger  proposal. 

Whereupon  the  following  occurred: 

“Chairman  Patrick:  ‘Mr.  Riegel,  if  your  motion,  as 
you  intend  to  offer  it,  does  not  relate  specifically  to  this 
particular  phase  of  the  case,  that  is,  the  request  of  the 
Capital  Traction  Company  for  an  increased  fafe,  but  to 
some  other  phase  of  the  case,  you  will  h^ve  an  op- 
601  portunity  to  offer  it  at  a  later  date.  Or  if|  it  relates 
to  the  merger,  as  included  in  this  case,  you  will  have 
an  opportunity  to  offer  it  when  that  question  is  taken  up.  ’ 

Mr.  Riegel :  ‘I  see.  That  question  has  been  touched  upon 
at  various  times  throughout  the  hearing,  and  I  do  not  know 
just  when  is  the  proper  time  to  do  it.  Will  the; Chair  an¬ 
nounce  when  it  will  receive  motions  on  the  merger  ?  ’ 

Chairman  Patrick:  ‘The  Commission  will  set  a  time 
for  such  motions,  Mr.  Riegel.’  j 

Whereupon  Mr.  Clayton  moved  (Tr.  2267)  that  the  Com¬ 
mission  proceed  to  value  the  property  of  the  respective  com¬ 
panies,  parties  in  this  case,  before  determination  by  the 
Commission  on  the  rates  of  fare  to  be  allowed  the  respec¬ 
tive  companies,  to  which  counsel  for  both  The  Capital  Trac¬ 
tion  Company  and  the  Washington  Railway  &  Electric 
Company  objected. 

Whereupon  the  following  occurred: 

i 

i 

“Chairman  Patrick:  ‘The  Commission  announces,  if 
there  be  no  other  motions  to  be  presented  at  this!  time,  that 
all  those  which  have  been  made  will  be  taken  under  advise¬ 
ment. 

The  Commission  will  be  glad  to  have  from  counsel  and 
from  those  who  have  entered  an  appearance  briefs  upon 
this  particular  phase  of  the  case,  the  application  of  The 
Capital  Traction  Company  for  increased  fare,  $uch  briefs 
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to  be  submitted  to  the  Commission  on  or  before  the  30th 
of  September,  1929. 

******  * 

Thereafter,  if  any  party  at  interest  desires  to  submit  a 
reply  brief,  such  reply  brief  or  briefs  will  be  received  by 
the  Commission  on  or  before  the  15th  day  of  October,  1929. 

******* 


Chairman  Patrick:  ‘The  Commission  now  designates 
and  fixes  the  7th  day  of  October,  1929  for  the  continuance 
of  this  hearing  and  for  a  discussion  in  connection  with  the 
unification  agreement  which  was  submitted  during  the  prog¬ 
ress  of  the  hearing  of  the  two  street  railway  companies. 

The  hearing  will  be  adjourned.  ’ ”  September  10, 1929. 

Chairman  Patrick  announced  (Tr.  p.  2381) :  “There  are 
certain  matters  which  the  Commission  desires  to  take  into 
consideration,  and,  therefore,  the  hearing  will  be  suspended 
to  a  date  to  be  later  set”,  and  on  page  2382  “The  hearing, 
as  previously  announced,  will  now  be  suspended.” 

Thereafter  on  October  7,  1929  over  the  objections  and 
exceptions  of  The  Capital  Traction  Company  and  the  Wash¬ 
ington  Railway  &  Electric  Company  a  discussion  took  place 
between  the  Public  Utilities  Commission  on  the  one  hand 
and  Mr.  Hanna,  President  of  the  Capital  Traction  Company 
and  Mr.  Wm.  F.  Ham,  President  of  the  Washington  Rail¬ 
way  &  Electric  Company  on  the  other  hand  with  respect  to 
the  form  of  merger  agreement  previously  drafted  by  the 
Commission  and  submitted  to  Mr.  Ham  and  Mr.  Hanna  for 
consideration,  Mr.  Hanna  and  Mr.  Ham  being  called  by  the 
Commission  as  witnesses  for  that  purpose. 


(Here  follow  Exhibits  Nos.  1,  5,  and  6,  side  folios  602,  603, 

and  604) 


602  Ex.  #1. 

Fair  Value  of  All  of  the  Property  of  the  Capital  Traction  Company  Used  cmd  Useful  for  Its 

January  1, 1925.  December  31, 1925. 

Value  January  1,  1925  (Decision  Court  of  Appeals  District 

of  Columbia  in  Cause  No.  4412) .  $25,756,880.00  . 

Less : 

Materials  and  Supplies .  $125,688.00 

Working  Capital  . .  256,151.00 

-  381,839 . 00 


Street  Railway  Operations  in  the  District  of  Columbia . 


December  31, 1926. 


December  31, 1927. 


Deceinber  31, 192S. 


Total  January  1,  1925  Excluding  M  &  S  and 
Working  Capital  . 

Capital  Additions  at  Cost,  less  value  as  of  January  1, 1925 
of  Property  Betired: 

Year  1925  . 

“  1926  (Credit)  . 

“  1927  . 

“  1928  . 

Total  Net  Capital  Additions  from  January  1, 
1925  . 

Total  . : . . 

Materials  and  Supplies . . 

Working  Capital. .  (1/12  of  Operating  Expenses  preceding 
year)  . . 


$25,375,041 . 00  $25,375,041 . 00  $25,375,041 . 00  $25,375,041 . 00  $25*375,041 . 00 


Value  December  31 


$25,375,041 . 00 
125,688.00 

256,151.00 

$25,756,880 . 00 


171,871 . 77 


i  171,871.77 

$25,546,912 . 77 
123,420 . 10 

i  259,173.82 


171,871 . 77 
(2,028.52) 


169,843 . 25 

$25,544,884.25 
97,816 . 87 

258,345 . 71 


171,871 . 77 
(2,028.52) 
97,836 . 18 


267,679 . 43 

$25,642,720 . 43 
104,507 . 86 

258,298.14 


171.871.77 
(2,028.52) 
97,836.18 

100.479 . 78 


j  368,159 . 21 

_  i _ 

$25,743,200 . 21 
!  82,362.74 

i 

i  254,581 . 77 


$25,929,506.69  $25,901,046.83  $26,005,526.43  $26,080,144.72 


J 


603  Ex.  #5. 


The  Capital  Traction  Company. 


Passengers  Carried . 

Year  1925. 

Year  1926. 

Year  1927. 

i 

Year  1928. 

80  Passengers  . 

6%0  Passengers  . 

17,247,935 

45,531,182 

18,029,139 

43,654,958 

17,886,436 

40,937,301 

17,777,391 

38,735,962 

j 

Sub-total  . 

250  Passengers  . 

150  Passengers  . 

62,779,117 

71,466 

61,684,097 

343,899 

58,823,737 

428,111 

56,513,353 

520,640 

4,421 

32,589 

703 

74,878  ! 

i 

12£0  Passengers  . 

100  Passengers  . 

50  Passengers  . 

1,160 

640  ! 

64,813 

60,511 

57,961 

77,904 

Total  District  of  Columbia  revenue  passengers . 

Maryland  revenue  passengers . 

62,852,373 

1,352,347 

62,153,320 

1,372,019 

59,387,713 

1,409,586 

57,146,584 
1,470,807  i 

Total  revenue  passengers  carried . 

10  Inter-Company  Transfers  . 

20  Eastern  High  School  Tickets . 

20  Bus  to  Railway  Transfers . 

20  Railway  to  Bus  Transfers . 

64,204,730 

2,759,208 

3 

344,011 

310,712 

63,525,339 

2,814,693 

8 

556,225 

374,550 

60,797,299 

2,888,278 

459 

675,693 

417,736 

58,617,391 

2,993,624 

85  | 

725,862 
477,947  | 

Total  pay  transfers . . 

Free  Transfer  Passengers . 

Employees  and  Others  Free* . 

3,413,934 

17,111,342 

784,608 

3,745,476 

16,982,373 

761,905 

3,982,1 66 
16,301,004 
742,882 

4,197,518  i 

16,295,758 
724,479  | 

Total  passengers  carried . 

85,514,614 

85,015,093 

81,823,351 

79,835,146 

i 

l 

i 


i 


Year  ended 
4-30-1929. 

17,796,994 

37,798,877 


55,595,871 

537,885 

4,126 

31,819 


76,423 


56,246,124 

1,445,019 


57,691,143 

3,017,686 

25 

731,798 

486,568 


4,236,077 

16,150,922 

712,522 


78,790,664 


♦Exclusive  of  Policemen  and  Firemen  riding  free  while  in  uniform. 
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Passenger  revenue — District  of  Columbia: 

8^  Fares  . 

6§^  Fares  . 

25^  Fares  . . . 

15^  Fares  . 

124^  Fares  . 

10^  Fares  . 

5^  Fares  . 

Subtotal . 

l£  Inter-Company  Transfers  . 

Less :  Revenue  Transferred  to  W.  Ry  &  E.  Co . 

“  44  44  W.  Va.  Rv.  Co . 

2 $  Bus  to  Railway  Transfers . 

2^  Railway  to  Bus  Transfers . 

2<t  Eastern  High  School  Tickets . 

Transfer  revenue  . 

Joint  Bus  Line  Revenue  Adjustments . 

Ticket  Write-off  . 

Loss  on  Mutilated  Coin  and  Foreign  Tokens . 

Total — District  of  Columbia . 

Passenger  revenue — Maryland . 

Total  passenger  revenue . 

Other  Operating  Revenues: 

Special  Car  Revenue . . 

Special  Bus  Revenue — District  of  Columbia . 

44  4  4  4  4  — Other  States  . 

Station  &  Car  Privileges . . 

Rent  of  Tracks  and  Facilities . . 

Rent  of  Equipment . 

Rent  of  Buddings — District  of  Columbia . 

44  4  4  4  4  — Maryland  . 

Sale  of  Power . 


Ex.  #6. 

The  Capital  Traction  Company. 


Operating  Revenues . 

i  Year  ended 


Year  1925. 

Year  1926. 

Year  1927. 

Year  192S. 

j  4-30-1929. 

$1,379,834 . 80 
3,035,412 . 04 
17,862 . 50 

$1,442,331 . 09 
2,910,330 . 50 
85,974 . 85 

$1,430,914 . 88 
2,729,153.41 
107,027 . 70 

$1,422,191 . 30 
2,582,397 . 28 
130,160 . 11 

663 . 14 

$1,423,759.49 
2,519,925 . 16 
134,471.21 
618 . 89 

4,073 . 64 
70.30 
3,743 . 92 

!  3,977 . 39 

!  3,821 . 13 

i 

116 . 01 
32.00 

6,481 . 43 
3,025 . 57 

5,796 . 13 
3,895 . 17 

$4,433,257 . 35 

$4,448,143 . 44 

$4,276,787 . 29 

$4,143,299 . 69 

$4,086,573 . 27 

$29,193 . 74 

100 . 94* 
457 . 86* 
6,880 . 22 
6,214 . 24 
.08 

•  $30,016.06 
138.79* 
484.82* 
11,124.50 
7,491 . 00 
.16 

$31,102 . 01 
27.10* 
446 . 54* 
16,714.20 
10,124.27 
9.18 

$31,973 . 72 
155.26* 
455.97* 
15,598 . 80 
10,227 . 55 
1.70 

j  $31,902 . 29 
48 . 17 
;  458 . 74 

15,752 . 64 

1  10,429 . 36 
.50 

1 

$41,729 . 48 
6,337 . 85 
14,000 . 00 
39.10* 

$48,008.11 
11,650 . 36 
14,000 . 00 
36.42* 

$57,476 . 02 
11,893 . 45 
14,500 . 00 
10.61* 

$57,200 . 54 
5,978 . 20 
4,000 . 00 
15.23* 

$57,577.88 
3,481 . 30 
4,000 . 00 
21.19 

$4,495,285 . 58 
68,632 . 18 

$4,521,765 . 49 
68,185 . 47 

$4,360,646 . 15 
70,131 . 18 

$4,210,463 . 20 
73,996 . 84 

$4,151,611 . 26 
72,780 . 86 

i 

$4,563,917 . 76 

$4,589,950 . 96 

$4,430,777.33 

$4,284,460 . 04 

$4,224,392 . 12 

60.50 

95.00 

48.00 
3,822 . 25 

21.00 
7,554.71 
3,283 . 44 
17,917.81 
1,261 . 67 
1,731 . 59 
15,474 . 20 

150 . 00 

927 . 75 

82.10 
11,356 . 43 
9,098 . 70 
17,441 . 84 
1,507.07 
1,906 . 92 
16,982 . 60 

637 . 50 
674.79 

j 

i 

1  15,980.09 
13,698 . 72 
17,448 . 93 
1,668 . 73 
1,942 . 16 

1  16,170 . 06 
637.50 
688.99 

i 

17,412 . 89 
1,471 . 89 
1,466 . 73 
1,043 . 55 

150 . 00 
1,437.27 

17,539 . 14 
1,430 . 75 
1,486 . 36 
1,268 . 28 

150 . 00 
1,290 . 57 

$4,587,055 . 59 

$4,616,986 . 31 

$4,479,099 . 50 

$4,344,147 . 99 

$4,292,627.30 

Total  operating  revenues 


X 
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Year 

1925  Passenger  Revenue . 

Other  Operating  Revenue . 

Operating  revenue  .  . 

Operating  Expenses . . 

Taxes  . 

Rent  for  leased  road . 

Operating  exp.,  taxes  &  rent 

Operating  income  . .  4 . 


Revenue  Passengers . 

Car  Miles  . 

Bus  Miles  . . 

1926  Passenger  Revenue  . . 

Other  Operating  Revenue . . 

Operating  Revenue  . . . 

Operating  Expenses . . 

Taxes  . 

Rent  for  leased  road . . 

Operating  exp.,  taxes  &  rent 

Operating  income  ........ 


Revenue  Passengers  .... 

Car  Miles  . 

Bus  Miles  . 

927  Passenger  Revenue . 


Ex.  #10. 

The  Capital  Traction  Company. 


Maryland  Operations  Classified . 


Chevy  Chase 

Line,  Md. 

$39,668.82 

Kensington 
Line,  Md. 

$16,506.33 

Takoma  Pk., 
Maryland. 

$12,457.03 

Edgemore 
Bus,  Md. 

Chartered  buses 
outside  D.  C. 

Rent  of  bldgs. 

C.  C.  Lake. 

Total. 

$68,632.18 

150.00 

$150.00 

39,668.82 

16,506.33 

12,457.03 

150.00 

68,782.18 

$43,410.81 

1,531.12 

$21,495.79 

290.51 

$16,043.71 

$80,950.31 

1,821.63 

2,608.58 

i 

! 

2,608.58 

I 

44,941.93 

21,786.30 

18,652.29 

85,380.52 

i 

i 

i 

i 

$5,273.11* 

$5,279.97* 

$6,195.26* 

$150.00 

$16,598.34* 

2,074.79* 

Income  tax  cr. 

i 

915,383 

167,599 

172,302 

69,842 

264,662 

43,878 

$14,523.55* 

1,352,347 

281,319 

1 

$40,914.98 

$15,075.95 

$12,194.54 

$68,185.47 

150.00 

$150.00 

40,914.98 

15,075.95 

12,194.54 

150.00 

68,335.47 

$42,005.27 

1,506.92 

$22,463.09 

321.71 

$12,847.02 

$77,315.38 

1,828.63 

2,453.08 

2,453.08 

i 

43,512.19 

22,784.80 

15,300.10 

81,597.09 

1 

i 

i 

i 

i 

$2,597.21* 

$7,708.85* 

$3,105.56* 

$150.00 

$13,261.62* 

1,790.32* 

Income  tax  cr. 

i 

949,901 

157,027 

265,091 

44,172 

$11,471.30* 

1,372,019 

282,864 

i 

i 

i 

1 

i 

I 

i 

168,741 

69,951 

i 

$41,871.90 

$13,934.23 

$13,619.65 

$705.40 

$70,131.18 

_ 9  A  OP  A  A _ 

| 

i 

i 

i 

d»0  009  A  A  \ 

•i 

Revenue  Passengers 

Car  Miles  . 

Bus  Miles  . 


915,383 

167,599 


69,842 


1926  Passenger  Revenue  . 

Other  Operating  Revenue 

Operating  Revenue 


Operating  Expenses . . 

Taxes  . 

Rent  for  leased  road . 

Operating  exp.,  taxes  &  rent 

Operating  income  ........ 


Revenue  Passengers . 

Car  Miles  . 

Bus  Miles  . 

Passenger  Revenue . . 

Other  Operating  Revenue . 

Operating  Revenue 

Operating  Expenses . . 

Taxes  . 

Rent  for  leased  road . 

Operating  exp.,  taxes  &  rent 

Operating  income  ........ 


Revenue  Passengers 

Car  Miles  . 

Bus  Miles . . 


$40,914.98  $15,075.95 

40,914.98  15,075.95 

$42,005.27  $22,463.09 

1,506.92  321.71 

•  ••••••••  ••••*•••• 

43,512.19  22,784.80 

$2,597.21*  $7,708.85* 


949,901 

168,741 

$41,871.90 

41,871.90 

$43,734.20 

1,851.84 

45,586.04 

$3,714.14* 


157,027 

69,951 

$13,934.23 

13,934.23 

$24,301.08 

272.22 

•  ••>.•«*• 

24,573.30 

$10,639.07* 


972,019 

172,905 


145,225 

69,961 


43,878 


281,319 


i 


$12,194.54 

12,194.54 

$12,847.02 

2,453.08 

15,300.10 

$3,105.56* 


.  $68,185.47 

$150.00  150.00 

j 

—  »  -■ 

150.00  68,335.47 

—  - 

.  $77,315.38  | 

.  1,828.63 

.  2,453.08 

_________  _  i 

.  81,597.09 

$150.00  $13,261.62*  j 

1,790.32*  Income  fax  cr. 


$11,471.30* 

265,091  .  1,372,019 

44,172  .  282,864 


$13,619.65  $705.40  . 

.  $3,283.44 

13,619.65  705.40  3,283.44 

$13,561.22  $1,398.71  $1,813.68 

299.08  67.90  96.22 

1,146.47  . 

15,006.77  1,466.61  1,909.90 

$1,387.12*  $761.21*  $1,373.54 


285,288  7,054 

26,804  . 

24,825  6,811  6,980 


.  $70,131.18 

$150.00  3,433.44 

150.00  73,564.62 

—  -  _  -  — 

.  $84,808.89  ! 

.  2,587.26 

.  1,146.47  j 

.  88,542.62 

j 

150.00  $14,978.00* 

2,022.03*  Income  taxer. 
— 

$12,955.97*  | 

......  1,409,586 

.  269,670 

.  38,616 
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Year 

1928 


12  Mo. 

Sliding 

4-30-29 


12  Mo. 

Ending 

6-30-29 


Passenger  Revenue  . 

Other  Operating  Revenue 

Operating  revenue 

Operating  Expenses . 

Taxes  . 


Operating  expenses  &  taxes . . 
Operating  income  . . . 


Revenue  Passengers . 

Car  Miles . 

Bus  Miles . 

Passenger  Revenue . 

Other  Operating  Revenue 

Operating  revenue 

Operating  Expenses . 

Taxes  . 


Operating  expenses  &  taxes . . 
Operating  income . 


Revenue  Passengers . 

Car  Miles . 

Bus  Miles . 

Passenger  Revenue . 

Other  Operating  Revenue 

Operating  revenue 


Ex.  #11. 

The  Capital  Traction  Company. 


Marylmd  Operations  Classified . 


Chevy  Chase 
Line,  Md. 

$43,946.98 

Kensington 
Line,  Md. 

$13,191.54 

Takoma  Pk., 
Maryland. 

$15,075.02 

Edgemore 
bus,  Md. 

$1,783.30 

Chartered  buses 
outside  D.  C. 

Rent  of  bldgs 
Md. 

$9,098.70 

$637.50 

43,946.98 

13,191.54 

15,075.02 

1,783.30 

9,098.70 

637.50 

$47,053.39 

2,118.95 

$26,669.24 

344.90 

$13,377.56 

824.11 

$3,125.90 

141.67 

$4,541.61 

279.95 

49,172.34 

27,014.14 

14,201.67 

3,267.57 

4,821.56 

$5,225.36* 

1,013,572 

178,146 

$13,822.60* 

137,903 

69,792 

$873.35 

301,499 

$1,484.27* 

17,833 

$4,277.14 

$637.50 

62,182 

$14,272.99 

14,772 

$1,950.50 

18,413 

$43,904,58 

$12,652.79 

$13,698.72 

$637.50 

43,904.58 

12,652.79 

14,272.99 

1,950.50 

13,698.72 

637.50 

$48,950.50 

2,063.75 

$27,826.27 

344.70 

$13,198.66 

768.40 

$3,240.49 

158.34 

$7,019.80 

385.55 

51,014.25 

28,170.97 

13,967.06 

3,398.83 

7,405.35 

$7,109.67* 

$15,518.18* 

$305.93 

$1,448.33* 

$6,293.37 

$637.50 

1,007,769 

180,129 

132,286 

69,505 

285,459 

19,505 

60,440 

$14,298.19 

15,225 

$1,963.10 

28,241 

$45,001.02 

$12,541.90 

$21,060.43 

$637.50 

45,001.02 

12,541.90 

14,298.19 

1,963.10 

21,060.43 

637.50 

Total. 

$73,996.84 

9,736.20 


83,733.04 


$94,676.70 

3,709.58 


98,477.28 


$14,744.24* 

1,769.31*  Income  taxer. 


$12,974.93* 

1,470,807 

247,938 

95,367 

$72,780.86 

14,336.22 


87,117.08 


$100,235.72 

3,720.74 


103,956.46 


$16,839.38*  | 

2,020.73*  Income  taxer. 


$14,818.65* 

1,445,019 

249,634 

103,906 

$73,804.21 

21,697.93 


95,502.14 


Ending  Other  Operating  Revenue . 

4-30-29 

Operating  revenue  i . 

Operating  Expenses . . . 

Taxes  . 

Operating  expenses  &  taxes . . 

Operating  income  .: . 


Revenue  Passengers . 

Car  Miles . 

Bus  Miles . 

12  Mo.  Passenger  Revenue . . 

Ending  Other  Operating  Revenue . 

I  6-30-29 

Operating  revenue  . 

Operating  Expenses . . 

Taxes  . 

Operating  expenses  &  taxes . . 

Operating  income  J . 


Revenue  Passengers 

Car  Miles . 

Bus  Miles . 


43,904.58 

12,652.79 

14,272.99 

$48,950.50 

$27,826.27 

$13,198.66 

2,063.75 

344.70 

768.40 

51,014.25 

28,170.97 

13,967.06 

$7,109.67* 

$15,518.18* 

$305.93 

1,007,769 

132,286 

285,459 

180,129 

69,505 

60,440 

$45,001.02 

$12,541.90 

$14,298.19 

45,001.02 

12,541.90 

14,298.19 

$51,932.60 

$26,079.40 

$12,852.19 

2,036.17 

344.61 

753.85 

53,968.77 

26,424.01 

13,606.04 

$8,967.75* 

$13,882.11* 

$692.15 

1,028,335  131,126  285,963 

180,655  69,446  . 

.  57,237 


'PJL,'7«JU.UU 

$13,698.72 

$637.50 

^14*336.22 

1,950.50 

13,698.72 

637.50 

87,117.08 

$3,240.49 

$7,019.80 

$100,235.72 

158.34 

385.55 

3,720.74 

3,398.83 

7,405.35 

103,956.46 

$1,448.33* 

$6,293.37 

$637.50 

$16,839.38 

2,020.73*  Income  taxer. 
$14,818.65*  | 

19,505  1,445,019  ! 

.  249,634 

15,225  28,241  103,906 

$1,963.10  $73,804.21  j 

.  $21,060.43  $637.50  21,697.93 

1,963.10  21,060.43  637.50  95,502.14 

_ _  I 

$3,327.19  $12,547.96  $106,739.34  j 

170.75  772.47  4,077.85 

3,497.94  13,320.43  110,817.19 

$1,534.84*  $7,740.00  $637.50  $15,315.05* 

1,837.81*  Income  tax  cr. 

*  I 

I 

$13,477.24* 

19,631  1,465,055 

.  250,101  | 

15,383  41,636  114,256 
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Ex.  #12. 

Basis  for  Determining  Revenues,  Expenses  and  Taxes — Mar 


Revenues  . 

Operating  Expenses: 
Way  and  Structures 

Equipment  . 

Power  . 


Conducting  Transportation 


Traffic  . 

General  &  Miscellaneous 


Lease  Rental 


Chevy  Chase  Line,  Maryland. 

Actual  in  Md . 

Actual  track  expenditures 
plus  pro-rata  deprec.  on 
deprec.  cost  basis. 

Maryland  miles  x  system 
rate  per  car  mile. 

DC  KWH  pro-rated  on 
mileage  basis  x  i  system 
cost  per  DC  KWH. 

System  rate  per  car  hour  x 
estimated  car  hours. 

None  . 

Injuries  &  Damages  at  Sys¬ 
tem  rate  per  car  mile. 

Other  G&M  except  Rent 
Tracks  &  facilities  pro¬ 
rated  on  percentage  at 
gross  basis. 


Kensington  Line,  Maryland. 

Actual  in  Md . 

Actual  track  expenditures. 


Maryland  miles  x  system 
rate  per  car  mile. 

Metered  DC  KWH  x  Sys¬ 
tem  cost  per  DC  KWH. 


System  rate  per  car  hour  x 
estimated  car  hours. 

None  . 

Same  basis  as  Chevy  Chase 
Line. 


Takoma  Park,  Md.,  Line. 

Actual  in  Md . j . 

j 

|  I 

Actual  track  expenditures 
during  rail  operation. 

| 

1^  per  car  mile.  (Singh 
truck  car)  during  ral 
operation. 

I 

Power  purchased  for  W.  <£ 
Md.  line  pro-rated  oi 
mileage  basis  during  rai 
operation. 

Trainmen’s  wages  per  cai 
mile,  system  x  car  mik 
during  rail  operation. 

None  . ] . . 

i 

Same  basis  as  Chevy  Chas< 
Line  during  rail  opera 
tion. 


Lease  contract  basis  during 
rail  operation. 


Total  Operating  Expenses 


Taxes 


Actual 


Actual 


Bus  Operations  fron 
monthly  allocation  of  bus 
expenses  to  line,  j 

Pro-rated  on  mileage  basis 
during  bus  operations. 


i 


Ex.  #12. 

Basis  for  Determining  Revenues ,  Expenses  and  Taxes — Maryland  Operations . 


fyland. 


ditures 
rec.  on 

svstem 


;ed  on 
system 


I  hour  x 

*s. 


at  Sys- 
lile. 

t  Rent 
bs  pro¬ 
age  at 


Kensington.  Line,  Maryland. 

Actual  in  Md . 

Actual  track  expenditures. 


Maryland  miles  x  system 
rate  per  car  mile. 

Metered  DC  KWH  x  Sys¬ 
tem  cost  per  DC  KWH. 


System  rate  per  car  hour  x 
estimated  car  hours. 

i 

None  . 

Same  basis  as  Chevy  Chase 
Line. 


Takoma  Park,  Md.,  Line. 

Actual  in  Md . 

Actual  track  expenditures 
during  rail  operation. 

per  car  mile.  (Single 
truck  car)  during  rail 
operation. 

Power  purchased  for  W.  & 
Md.  line  pro-rated  on 
mileage  basis  during  rail 
operation. 

Trainmen’s  wages  per  car 
mile,  system  x  car  mile 
during  rail  operation. 

None  . 

Same  basis  as  Chevy  Chase 
Line  during  rail  opera¬ 
tion. 


Edgemore  Bus  Extension,  Md. 

Actual  in  Md . 


Chartered  Buses  outside  D.  C.  Rent  of  buildings  in 

Mileage  pro-rate .  Actual  in  Md _ 

i  Maryland. 

i 

i 

i 

i 

i 

i 

I 


I 


Actual 


Lease  contract  basis  during 
rail  operation. 

Bus  Operations  from 
monthly  allocation  of  bus 
expenses  to  line. 

Pro-rated  on  mileage  basis 
during  bus  operations. 


Pro-rated  on  mileage  basis 
from  Chevy  Chase  Par¬ 
lor  car  line  costs. 


Pro-rated  on  mileage  basis 
from  special  bus  line 
costs. 


None. 


Pro-rated  on  mileage  basis.  Pro-rated  on  mileage  basis.  None. 


SSaNml 


i 
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Ex.  #13. 

The  Capital  Traction  Company. 

Estimated  Effect  of  Requested  Increase,  Based  on  Number  of  Passengers  Carried  During  12  Months  Ended  April  30,  1929. 

Proposed  Fare :  4  Tokens  for  30  Cents — Cash  Fare,  10  Cents. 


It  is  estimated  that: 

37,798,877  token  fares  would  increase  from  each  to 

74^  each — an  increase  of  f  of  one  cent .  $314,990.64 

8,339,381  cash  fares  would  increase  from  8^  each  to  10^ 

each — an  increase  of  2  cents  each .  166,787.62 


9,457,613  cash  fares  under  present  rate 
would  become  token  fares  under 
proposed  rate — a  decrease  of  4 

cent  each  .  $47,288.07 

The  2  cent  charge  for  transfers 
between  street  cars  and  feeder 
bus  lines  would  be  abolished, 
resulting  in  a  decrease  in  reve¬ 
nue  of  .  26,182.00 


$481,778.26 


55,595,871 


73,470.07 


Estimated  Net  Total  Amount  of  Increase  Re¬ 
quested  .  $408,308.19 

Additional  taxes  on  this  amount  would  be : 

4%  Gross  tax  to  District  of  Columbia .  $16,332.33 

12%  Federal  Income  tax .  47,037.12 

-  63,369.45 


Estimated  Net  Increase  in  Operating  Income .  $344,938.74 

Actual  Income  Available  for  Return  on  Fair  Value,  12 
Months  ended  April  30,  1929 .  928,630.97 


Estimated  Income  Available  for  return  on  Fair 
Value  with  fare  increase  requested . $1,273,569.71 

Percentage  return  on  Fair  Value  $26,080,144.72 .  4.88% 

Equivalent  to  a  Return  of  74%  on  $16,980,929. 

7%  on  $18,193,153. 

6%  on  $21,226,162. 


Basis  of  Estimate. 


Number  of  fares  at  each  rate  dur¬ 
ing  12  months  ended  April  30th, 


Percentage  of  total  passengers  pay¬ 
ing  cash  fare  and  token  fare . 


Estimated  percentages  of  total  pas¬ 
sengers  who  vrould  pay  cash  fares 
and  token  fares  under  proposed 

rate  . •• . 

Estimated  number  of  passengers 
who  would  pay  cash  fares  and 
token  fares  under  proposed  rate. 


$$  Cash 

6  Tokens 
for  40^ 

17,796,994 

37,798,877 

32.01% 

67.99% 

10$f  Cash 

4  Tokens 
for  30^ 

15.00% 

85.00% 

8,339,381 

47,256,490 

35,595,871 


100.00% 


100.00% 


55,595,871 


Assuming  the  correctness  of  the  estimate  of  use  of  tokei^  fares — 
85% — the  proposed  rate  would  result  in  the  following  changes: 

37,798,877  present  token  riders  would  pay  at  the  rate  of  74d  instead  of 
6§^ — an  increase  of  f  cent. 

8,339,381  present  cash  riders  would  pay  10^  instead  of  8| — an  in¬ 
crease  of  2  cents. 

9,457,613  present  cash  riders  (the  difference  between  17,796,994  and 

8,339,381  cash  riders  under  proposed  fare) — woulcl  pay  74^ 
instead  of  8^ — a  decrease  of  4^* 


l 


I 

I 


612  Ex.  #14. 

Use  of  Tokens  at  Various  Rates  of  Fare. 

Experience  of  the  Capital  Traction  Company.  Experience  in  other  cities. 


t - 

Ticket 

i 

a  r  —  ~  .1*1  — 

Percentage  use  of 

Ticket 

Percentage  use  of 

Cash  fare. 

fare.  or 

Token  sold. 

Period  covered. 

ticket  or  token. 

City. 

Cash  fare. 

fare,  or 

Token  sold. 

Period. 

ticket  or  token. 

50 

6  for  250 

Year  1917 

80.6% 

Buffalo,  N.  Y . 

.  100 

8^0 

3  for  250 

1928 

89.9% 

n 

Gif 

4  for  250 

Nov.  1919-Apr.  1920 

88.5% 

Cincinnati,  O . 

.  10^ 

8$0 

3  for  250 

1928 

87.3% 

8* 

7if 

4  for  300 

May  1920- Aug.  1921 

81.6% 

Seattle,  Wash . 

.  10^ 

8^0 

3  for  250 

1928 

93.5% 

8* 

7f 

5  for  350 

Sept.  1921-Feb.  1922 

81.30% 

Baltimore,  Md . 

.  10* 

m 

4  for  350 

Jan.-Jun.  1929 

86.1% 

8* 

6§0 

6  for  400 

Mar.  1922-Dec.  1922 

77.3% 

Philadelphia,  Pa . 

.  8* 

2  for  150 

1928 

95.8% 

it 

<  c 

Year  1923 

75.4% 

m 

2  for  1501 

70.0% 

j 

i 

Year  1924 

74.0% 

Kansas  City . 

8* 

\7f 

10  for  700  V 

1928 

(a) 

i 

Year  1925 

72.6% 

[6§* 

15  for  $1.  J 

18.0% 

! 

Year  1926 

70.8% 

Indianapolis,  Ind . 

7* 

6if 

4  for  250 

1928 

84.1% 

1 

Year  1927 

69.6% 

St.  Louis,  Mo . 

.....  80 

7if 

2  for  150 

Jan.-June  1928 

92.6%  (b) 

1 

Year  1928 

68.5% 

Detroit,  Mich . 

.  60 

5  5/9 

9  for  500 

1928 

49.3% 

(a)  “Less  than  1/10  of  1%”  (Information  from  Kansas  City  Public  Service  Company). 

(b)  St.  Louis  Public  Service  Company  Letter  6/15/29. 


i 

i 


/ 

f 


The  Capital  Traction  Company. 


s 


THE  CAPITAL  TRACTION  COMPANY  ET  ALL 
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etc.  Plates  for  “ Behind  the  Plow”  &  misc. 
printing. 

Butler-Flynn  Paint  Co .  3.38  25  lbs.  Red  Stave  Wheat  Paste. 

8  The  Col.  Planograph  Co .  105.00  15,000  copies  of  1  map  Car  &  Bus  routes, 

C.  T  Co. 

13  Weekly  Pay  Roll .  5.61 
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Analysis  of  Account  No.  80 — Advertising — Cars  Only — Continued. 

Date.  From  Amount.  Explanation. 

July  25  Ass’n  of  Worship.  Masters .  50.00  Adv.  in  Field  Day  Program  “  Masonic 
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H.  L.  &  J.  B.  McQueen  Co .  56.50  Plates  for  “ Behind  the  Plow”  and  miscel¬ 

laneous  printing. 

11  Stanford  Paper  Co .  50.36  4500  sheets  28x42  English  Finish  Paper  for 

“ Behind  the  Plow.” 

13  Weekly  Pay  Roll .  4.59 
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Weekly  Pay  Roll .  9.95 

31  Materials  &  Supplies .  2.96  Materials  drawn  from  stock. 
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20  Weekly  Pay  Roll .  10.15 

27  The  Chevy  Chase  News .  26.00  Portion  cost  of  1  Half  Tone  &  Full  Page  ads. 

on  Dec.  1st  and  15th. 
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SpDt  30  J  Fleming  56.00  Expenses  of  Fleming  &  Dougan  attend  Conv. 

P  ’  *  AERA  in  Clev.  Ohio. 
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Sept.  20  J.  E.  Heberle .  27.95*  Credit,  1  round  trip  ticket  to  Clev.  Ohio, 

lower  birth  D.  C.  to  Clev. 
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Total  Salaries  and  expenses  General  Officers .  $65,217.29 

♦Red  in  copy. 


The  Capital  Traction  Company. 

Analysis  of  Account  No.  89 — General  Miscellaneous  Expense 


534 


PUBLIC  UTILITIES  COMMN.,  D.  C.,  ET  AL.  YS. 


x 


s 

cS 

•  ^ 
u 
o 

a 

o 


©  ^ 


© 

K* 

o 

O' 

r**v 


O 


© 

© 


o 

Xfl 


o 


© 

o 

r-4 

o 

O 

•  ^ 

© 

rH 

cz 

f-* 

c2 


C 

O 


g  g  «  ®  I 

P_b  ®  S  C  £ 

-O  o  C 
c3.  ^ 

*3  •  '0  cs 

g  q  rr  £  o 

ft  .f£ 

co  c 

,  **  -n*  o 

§o65 


© 

-w 

C5 


00 

©1 


© 

lw 
<— < 

© 

©i 

o 


cc 

r-* 

c 

•  —a 

© 

© 

CO 

Xfl 

o 


>■>  (-* 
©  s 

O 

CC  ©I 

c*-i  Q 
O  — 

^  o 

©  O 

H  o 

2  co 

:v  i£r  1 


O 

©1 

13 

cd  § 

Q  r™1 

j© 


• 

c 

c  O 

| 

o 

©  .. 

cc 

a:  cc 

£  53  c 

S  5«-  j- 

—  f->  o 

be  bCsw 

©  © 


©  © 


cc 


©  /sf 

H  "cc 


^  u 
cS 
© 

© 


i-O 

t>- 


cc 


8  w 

S*  ° 

%  gp 
S  •= 
§  © 
<+H  © 

c  S 

a  . 
®P  o 

**  P:  . 


CC 

P-H 

C5 

be 

’© 


© 

© 


© 


o 


© 


bJC 

p>  p 

w  © 
to  O, 
* 

cc  © 

S.g 

sc  a 
o  o 


bC 


© 

© 

U- I 


©  C3 

P  O 

Jffl 

’5  © 


r->  r-< 

wg  ^ 

a  o 


< 


a  - 

£  5 


o 

lO 

t— 

©J 

-S£* 


O 

o 

© 

CO 


o 

o 

rtf 


o 

o 

i  o’ 

©1 

©J 


NOLC 

CNN 

CO  *  o 


CO 

UO 


©  o 

C  ©J 


o  ^ 

©1 


c 

o 

• 

o 

lO 


c3 

r* 

o 

"cs 


C3 

CC 

hH 

© 


• 

o 

O 

• 

• 

• 

• 

O 

• 

5 

• 

Eh 

• 

• 

• 

• 

o 

O 

6 

O; 

Ph 

• 

o 

eg 

^^4 

<— < 

'Ha 

'o 

be 

•  , 

o 

CS 

1 

O 

cs 

© 

© 

O 

C3 

r1 

CJC  o 

W 

k. 

p 

m 

Cl 

a  &  5^0 

r*  _  “  r') 


C3 

fi 

PQ 

> 


CS 

© 

© 

a 

<5 


© 


til 

ba-  °  wO 


5  _  pQ 

Ph  ~  © 

©  HH 

^  r- 1  hh 

pX‘  ^ 
k>  2 

gfiK 

p=  o  hi 


© 

bO 

CZ 


© 

55 

H 


©j 

CO 


a  c 

cs 

>-5 


A 

V.  pap  v« 

s-  ^  >. 


c 

CC 

^5 


John  S.  Larcombe .  70.00  Attendance  Board  Meeting,  $50,  Prove  Cash 

Book  $10,  Attend  Finance  Meeting  $10. 

John  M.  Perry .  110.00  Attendance  Board  Meeting  $50,  Expenses 

$50,  also  attend  Finance  Meeting  $10. 
Frank  C.  Henry .  25.00  Attendance  Board  Meeting. 


THE  CAPITAL  TKACTION  COMPANY  ET  AL. 


535 


•  CO 

tdO  u 
£  © 

©  o 

o  £ 

■  B  2 

o 

co  o 

-4-> 

®  OQ 
2  o 


©  pP  ^ 


3  °  O  Cq  g 

O  CO  X  M  X 


CO  > 

©  u 
£  © 
•SCO 

§o  * 

£  -F3 

<i  2 

.  o 
D3  ^ 

•  ^ 

o 

Ci  i  pH 

&  cE 
do*' 


o  K: 

,-r  ■+->! 
t#r  —| 

^  Si 

.2  s 

© 

1:3 

rrt  O 

„  ^  CM! 

H3 

2 

-  P".  Oi 
eg  Oj 

J3  2! 
vo 
• 

©  02 
C2  Oi 

<=  M 
g>  Si 

N.  Cw  i 
r£| 

°| 
«*-i  o 

o  cjl 


©  © 

©  O  © 
S  1  ^ 
©  o  © 

■C  rj- 

■— 1  •'“I 


K. 

•4_A 

Cj  O  A 

rH 

•-H  00 

o  c 

AH  O 

©  © 

P-i 

© 

02 

.SfS-B 

o  O  (M 

o  oHc: 

c  £ 

O  rH  CO 

02  02  CM  r— 1 

<1 

Eh 

Eh 

o 

ONH 

O  CO  o  o 

VO 

© 

© 

o 

t>*  CO  t>* 

qcoqo 

VO 

co 

© 

vo* 

CO  TjS 

©  00*  CO*  © 

05 

CM 

CM 

tH  CO 

CO  VO  © 

GO 

CO 

co 

<M^ 

c<r 

o  6 

2q 

£ 

O 

CO  CO 
©  © 

•  fH  •  ^ 
pH 

X 

• 

fl  A-H* 

PU 

c2  CO 

3 

S  © 
gH 

S 

£ 

S-i 

2  2  j 
co  co 

© 

© 

O  • 
.Ph 

o 

• 

u 

© 

a 

P3 

A 

A 

■4-s  ■+■»  r-i 

£  £  H 

a 

H 

• 

• 

o  o  . 

o 

• 

WoM 

<1 

£ 

3  J3  S  - 


Analysis  of  Account  No.  89 — General  &  Miscellaneous  Expenses — Continued. 

Total 

Date.  Name.  amount.  Explanation. 

Jan.  C.  U.  Gibson .  2.50  Telephone  charges  allowed  for  month,  at 
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Merch.  &  Mfgrs.  Ass’n .  12.50  Membership  dues  to  7/1/28. 

Washington  C.  of  C .  80.00  Dues  for  8  members,  Carll,  Crampton,  Dal- 

gleish,  Dougan,  Fleming,  Hamilton,  Hanna 
&  Heberle. 
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E.  J.  Stellwagen .  25.00  Attend  Board  meeting. 

John  S.  Larcombe .  45.00  Attend  Board  meeting  $25,  Finance  meeting 

$10,  Prove  Cash  Book  $10. 
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H.  D.  Crampton .  1.40  Toll  calls. 

Mrs.  N.  Gunnell .  1.50  Toll  call  N.  Y.  C. 

E.  G.  Steele .  2.50  Toll  call. 
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[♦All  figures  under  heading  “Total  amount  credits”  red  in  copy.] 
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30  Pay  Roll  .  734.21 

30  Transfer  Memo .  5.25 

4  Washington  Spring  Works .  67.63  Repairs  and  parts  for  springs. 

7  General  Motors  Truck  Co .  74.53  Gear  &  Pinion  &  Water  pump  assembly. 

8  Miller  Dudley  Co .  51.26  Repairs  &  Misc.  parts  for  wipers,  Delco, 
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19  Bearings  Sales  Co .  61.34  Miscellaneous  bearings,  cones,  cups  &  gas¬ 

kets. 

23  Hunt  Spiller  Co .  81.20  4  Rear  wheel  brake  drums. 
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31  General  Motors  Truck  Co .  254.37  Housing*  units,  window  locks,  Berg  oil  seal 

assembly  &  other  parts. 

31  M.  &  S .  136.03  Miscellaneous  repair  parts  from  stock. 
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30  Transfer  Memo .  1.50 

30  Miscellaneous  Vouchers  .  325.66  27  Miscellaneous  vouchers  each  less  than 

$50.00. 

30  Pay  Roll  .  683.70 

Bazzuro  Engr.  Co .  62.25  Miscellaneous  repair  parts. 
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Ex.  #18. 

Comparative  Statement  of  Operating  Expenses  per  Car-mile,  Excluding  Depreciation,  Year  1928. 

'  i 

Furnished  by  the  Companies  in  each  City. 

Arranged  in  Order  of  Total  Operating  Expenses  per  Car-mile,  Lowest  to  Highest. 


Total  1-man  par  mileage 


Order 

number. 

Way  and 
structures. 

Equipment. 

Power. 

Conducting  i 
transportation. 

Traffic. 

General  and 
miscellaneous. 

operating 

expenses. 

Trainmen’s 

wages. 

percentage  of  total 
mileage  operated. 

1 

Indianapolis . 

3.170 

3.354 

4.730 

9.834 

0.03<£ 

1.470 

22 . 58^ 

7.824 

32 . 6% 

|of  Equip,  is 

2 

Kansas  City . 

2.32 

2.66 

4.34 

10.68 

0.38 

2.37 

22.75 

7.56 

89 . 4% 

1-man 

3 

Milwaukee . 

1.76 

2.90 

2.74 

14.28 

2.67 

24.36 

10.58 

35.4% 

of  Equip,  is 

4 

Los  Angeles . 

2.06 

3.14 

3.20 

14.00 

0.12 

3.80 

26 . 32 

10.76 

4.3% 

1-man 

i 

5 

Seattle . 

•  •  •  • 

•  •  •  • 

•  •  •  • 

•  •  •  • 

•  •  •  • 

26.36 

62.8% 

i 

6 

Minneapolis . 

2.57 

2.50 

3.01 

15.02 

0.18 

3.93 

27.21 

12.16 

0.7% 

7 

Cincinnati . 

2.99 

2.91 

3.75 

15.06 

0.16 

3.45 

28.32 

12.24 

15.3% 

8 

Capital  Traction  Co ... . 

2.04 

2.37 

2.96 

17.30 

0.07 

4.52 

29.26 

13.76 

None 

9 

Chicago . 

2.09 

2.93 

3.04 

18 . 46 

0.08 

3.27 

29.87 

16.09 

2.7% 

10 

New  Orleans . 

2.90 

2.22 

3.47 

16.03 

0.21 

5.36 

30.19 

12.10 

0.5% 

11 

Baltimore . 

2.66 

2.80 

4.30 

15.63 

0.08 

4.86 

30.31 

11.86 

4.7% 

12 

St.  Louis . 

2.62 

3.68 

4.30 

15.90 

0.22 

5.33 

32.05 

14.38 

2.6% 

13 

Philadelphia . 

2.52 

3.21 

3.88 

16.98 

0.16 

5.98 

32.73 

12.30 

26.5% 

14 

San  Francisco  (a) . 

1.74 

2.05 

5.56 

20.26 

3.19 

32.80 

17.07 

None 

15 

Detroit . 

3.44 

3.20 

4.92 

18.60 

•  •  •  •  • 

3.05 

33.21 

14.70 

8.9% 

16 

Buffalo . 

3.85 

4.12 

2.65 

13.75 

0.37 

8.93 

33.67 

8.05 

100.0% 

17 

Pittsburgh . 

2.10 

2.19 

4.64 

18.00 

0.36 

6  55 

33.84 

13.60 

28 . 6% 

18 

Bochester . 

5.33 

3.73 

2.97 

16.75 

5.71 

0.15 

34.64 

11.96 

14 . 2% 

19 

Cleveland . 

6.23 

3.18 

3.65 

18.21 

0.03 

8.31 

39.61 

14.39 

0.5% 

20 

Boston . 

4.91 

5.49 

3  64 

21.23 

0.06 

5.18 

40.51 

15.13 

27.8% 

Newark. .  (Not  Available) 

Jersey  City .  (Not  Available) 


(a)  Municipal  Railway. 

i 


i 

I 

I 


i 
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Rates  of  Fare  in  22  Largest  Cities  of  United  States ,  Excluding  New  York  City,  Arranged  in  Order  of  Fare  Charged ,  Lowest  to  Highest. 

i 

(Where  fare  rate  in  two  or  more  cities  is  identical  there  is  no  significance  in  order  arrangement.) 

School  children,  special  rates 


Order 

Rate  of  fare. 

- - * - S 

Ratio  tokens 
to  cash  and 

Use,  i.  e., 
percentage  of 

i 

number. 

Cash. 

Tokens. 

Transfers. 

tokens,  1928. 

Rate. 

revenue  passengers. 

Average  fare 

1  San  Francisco  . 

.  50 

None 

Free 

•  •  •  • 

2  Vz4 

1.85% 

4.92^  (k) 

2  Newark! . 

.  5  0 

None 

None 

•  •  •  • 

34 

1.08% 

4.980  (k) 

3  Jersev  City  (Newark) . 

•  •  • 

•  •  •  • 

•  •  •  • 

•  •  •  • 

•  •  •  • 

•  •  •  • 

1 

1 

m  m  m  m 

j  ... 

4  Detroit  . 

.  6^ 

9  for  500 

14 

49.3% 

None 

•  •  •  • 

6.17 4  (k) 

5  Los  Angeles  . 

•  74 

4  for  250 

Free 

No  Data 

Half  fare  (c) 

No  Data 

•j  •  •  • 

6  Milwaukee  (x)  . 

■  74 

8  for  500 

Free 

No  Data 

30 — 2  for  50 

No  Data 

6.270  (k) 

7  Cleveland  . 

■  74 

8  for  500 

14 

No  Data 

3  v24 

2.21% 

6.82 4  (k) 

8  Indianapolis  . 

■  74 

4  for  250 

2  4 

84.1% 

None 

•  •  •  • 

6.374(i) 

9  Chicago  . 

■  74 

3  for  200 

Free 

5.0%  (d) 

3<*  (g) 

2.10%  (g) 

6.92 4  (k) 

10  Washington,  D.  C.  (C.  T.  Co.) . . 

.  8  4 

6  for  400 

Free 

68.7% 

None 

•  •  •  • 

7.190 

11  New  Orleans  . 

•  74 

None 

Free 

•  •  •  • 

None 

•  •  •  • 

7.000  (k) 

12  Kansas  City  (x)  . 

.  8  4 

2  for  150 

Free 

85.4% 

•  •  •  • 

•  •  •  • 

•1  •  •  « 

13  Philadelphia  . 

.  8  4 

2  for  150 

30  Downtown 

95 . 8% 

None 

•  •  •  • 

7.67 4(i) 

14  Minneapolis  . 

.  10  4 

6  for  450 

Free 

(m) 

None 

.... 

. .  .  .  (m) 

15  St.  Louis  . 

.  8  4 

None 

Free 

•  •  •  • 

34(e) 

2.55% 

8.00^ 

16  Pittsburgh  . 

.  100 

3  for  250  (h) 

Free 

No  Data 

None 

•  •  •  • 

•l  •  •  * 

17  Buffalo  (x)  . 

.  10^ 

3  for  250 

Free 

89.9% 

34  (e) 

3.13% 

8.33^  ( i ) 

18  Cincinnati  . 

.  104 

3  for  250 

Free 

87.3% 

50 

3.63% 

8.410  (i) 

19  Seattle  . 

.  100 

3  for  250 

Free 

93.5% 

30 — 2%0 

3 . 88% 

7.750  (k) 

20  Rochester  . 

10^ 

3  for  250 

Free 

•  •  •  • 

5 4  (e) 

4.74% 

....  (n) 

21  Baltimore  . 

.  104 

4  for  350 

Free 

86% 

50 

6 . 38% 

.j. . . 

22  Boston  . 

(a)  local  rate  without  transfer. 

(b)  Weekly  pass  in  1st  zone  $1.50;  Sunday 

(c)  Monthly  books. 

(d)  Tokens  not  sold  on  cars. 

(e)  All  children  5  to  12  years. 

(x)  Area  asking  or  considering  asking  for 
iff)  All  children  7  to  12  years. 

(fc)  Derived  from  revenue  passengers. 

(m)  Fare  increased  to  lOtf — 6  for  45tf  Jan. 

(n)  Fare  increased  to  lOtf — 3  for  25tf  Jan. 

•  100  (a)  Free  _ 

pass — 1st  Zone  25tf ;  all  zones  400. 

increase  in  fare. 

26,  1929.  No  data  on  present  average  fare  or  use  of  tokens. 

1,  1929.  No  data  on  present  average  fare  or  use  of  tokens. 

50 

1.70% 

8.700  (k) 

: 

1 

i 

! 

i 

642  Ex.  20. 

Trend  of  Street  Railway  Fares — 22  Largest  Cities  of  United  States ,  Excluding  New 

Arranged  in  order  of  Population — 1920  Census. 


1923. 

1924. 

1925. 

|  1926. 

Chicago  . 

.  6/15/22 — 70 — 3  tkts.  200. 

Children  30.  Free  trans¬ 
fers. 

No  Change . 

No  Change . 

.  No  Change . 

Philadelphia . 

.  11/1/20 — 7$ — 4  tkts.  25?;  3(! 

transfer  charge  at  580 
transfer  points.  320  Free 
transfer  points. 

9/25/24 — 80 ;  2  tkn.  150 ;  30 
transfer  charge  at  126 
points,  628  free  transfer 
points. 

No  Change . 

.  No  Change . 

i 

Detroit  . 

. 12/15/21 — 50  — 10  transfer 

charge. 

9/2/23—60—9  tkts.  500.  10 
transfer  charge. 

No  Change . 

No  Change . 

.  No  Change . 

i 

i 

| 

i 

Cleveland  . 

.  8/1/22  —  50  — 10  Transfer 

charge. 

No  Change . 

No  Change . 

.  10/15/26 — It ;  8  tkts 

transfers  10. 

i 

3/1/23 — 50 ;  11  tkts.  500 ;  10 
transfer  chg. 


9/1/23 — 50  straight  1  0  trans¬ 
fer  charge. 

12/1/23 — 60 ;  9  tkts.  500 ;  1 0  | 

transfer  chg.  j 

St.  Louis . 4/10/20 — 70  straight  30  chil-  No  Change .  No  Change . No  Change 

dren  tkts.  Free  transfers. 


Boston .  11/14/21 — 100;  50  limited  11/5/24 — 100;  5  tkts.  300  No  Change . No  Change. . 

ride  without  free  trans-  on  certain  limited  routes 
fers.  50  school  tickets.  without  free  transfers. 

Passenger  who  does  not 
offer  a  tkt.  will  have  to 
pay  10tf  as  60  in  coin 
will  not  be  accepted  as 
fare.  50  for  school  chil¬ 
dren. 

643 

Baltimore  .  1/1/23 — 70  straight  30  trans-  6/1/24 — 80;  2  tokens  150;  No  Change .  No  Change 

fer  charge  on  one  line.  40  children  bet.  4  and 
Children  4  to  12  years  40.  12  yrs.  Students  (over 

12  yrs.)  50  tkt.  Free 
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Railway  Fares — 22  Largest  Cities  of  United  States,  Excluding  New  York  City. 


Arranged  in  order  of  Population — 1920  Census. 


1924. 

1925. 

1926. 

1927. 

1928. 

ige . 

No  Change . 

.  No  Change... 

. No  Change . 

No  Change. 

-80 ;  2  tkn.  150 ;  30 
fer  charge  at  126 

5, 628  free  transfer 
s. 

No  Change . 

.  No  Change. . 

. No  Change . 

No  Change. 

ige . 

No  Change . 

.  No  Change . . . . 

. . .  .No  Change . 

i 

i 

No  Change. 

i 

i 

ige . 

No  Change . 

.  10/15/26— 7<* ; 

transfers  10. 

8  tkts.  500;  70,  8  tkts.  500  transfers 

1  1<0 ;  10/21/27  Students 

10  tkts.  350  or  school 
pass  350  per  week. 

i 

i 

1 

No  Change. 

| 

s 

i 

i 

| 

ige . 

No  Change . 

. No  Change . 

. .  7/5/27 — 80,  2  tokens  15 0. 

Free  transfers. 

1/15/28 — Sunday  Holiday 
Pass  250.  7/1/28 — 80 

straight.  Sun-Hoi.  Pass 
250  Children  30,  Free 
transfers. 

— 100 ;  5  tkts.  300 
tain  limited  routes 
ut  free  transfers. 
knger  who  does  not 
a  tkt.  will  have  to 
100  as  60  in  coin 
lot  be  accepted  as 
50  for  school  chil- 

No  Change . 

. No  Change . 

. L.  7/1/27 — 10$S,  4  tkts.  25^, 

good  on  certain  limited 
routes. 

No  Change. 

! 

i 

i 

j 

j 

j 

i 

| 

i 

i 

^80;  2  tokens  150; 
ildren  bet.  4  and 
■s.  Students  (over 
•s.)  50  tkt.  Free 
*ers. 

No  Change . 

.  No  Change .  . . . 

% 

» 

....  No  Change . 

| 

2/12/28 — 90,  3  tkn.  250, 
Children  50,  Students 
50  Free  transfers. 
12/1/28—10&  4  tkn.  350. 
Free  transfers. 

643 

Baltimore 


.  1/1/23 — 70  straight  30  trans¬ 
fer  charge  on  one  line. 
Children  4  to  12  years  40. 


Pittsburgh  . 9/1/20 — 100,  3  tokens  250. 


Los  Angeles .  50;  Students  2%0. 

Buffalo  .  4/18/20 — 70;  4  tkts.  250. 

Children  30.  Students  reg¬ 
ular  fare. 

San  Francisco .  50.  Children  and  Students 

2%0. 

Milwaukee  .  6/27/20 — 70  city  zone.  8 

tickets  500. 


offer  a  tkt.  will  have  to 
pay  100  as  60  in  coin 
will  not  be  accepted  as 
fare.  50  for  school  chil¬ 
dren. 


6/1/24 — 80;  2  tokens  150; 
40  children  bet.  4  and 
12  yrs.  Students  (over 
12  yrs.)  50  tkt.  Free 
transfers. 

10/26/24—100,  3  tkn.  250. 
Sunday  pass  250  un¬ 
limited  as  to  rides  or 
ownership  between  5  A. 
M.  and  midnight. 


No  Change .  No  Change; 


100;  3  tokens  250.  Sun-  No  Change 
day  pass  250  unlimited 
as  to  rides  in  first  fare 
zone  of  Pittsburgh.  Also 
as  of  3/1/25  Sunday 
pass  400  good  for  one 
day,  permits  holder  to 
unlimited  number  of  in¬ 
ter-zone  rides.  6/1/25 
Weekly  pass  $1.50. 


No  Change .  No  Change 


No  Change 


No  Change 


3/3/25 — 80,  2  tkn.  150;  No  Change; 
Children  30. 


No  Change .  No  Change 


No  Change 


No  Change .  No  Change 


No  Change 


J1 1  u‘uu  1  1  u  111 11 

a  tkt.  will  have  to 
LO0  as  60  in  coin 
Lot  be  accepted  as 
50  for  school  chil- 


-80;  2  tokens  150; 
lildren  bet.  4  and 
rs.  Students  (over 
:s.)  50  tkt.  Free 
^ers. 

(4 — 100,  3  tkn.  250. 
|ay  pass  250  un- 
id  as  to  rides  or 
•ship  between  5  A. 
id  midnight. 


nge 


nge 


nge 


nge 


No  Change 


No  Change 


100;  3  tokens  250.  Sun-  No  Change, 
day  pass  250  unlimited 
as  to  rides  in  first  fare 
zone  of  Pittsburgh.  Also 
as  of  3/1/25  Sunday 
pass  400  good  for  one 
day,  permits  holder  to 
unlimited  number  of  in¬ 
ter-zone  rides.  6/1/25 
Weekly  pass  $1.50. 

No  Change .  No  Change. 

3/3/25 — 80,  2  tkn.  150;  No  Change. 
Children  30. 


No  Change 


No  Change. 


No  Change 


No  Change 


No  Change 


2/12/2 8—90,  3  tkn.  250, 
Children  50,  Students 
50  Free  transfers. 
12/1/28—100,  4  tkn.  350. 
Free  transfers. 

No  Change .  No  Change. 


No  Change .  10/21/28 — 70,  4  tkn.  250. 

Students  40  tkts  $1.40. 

7/1/27 — 100,  3  tkn.  250;  No  Change. 

Children  30. 

50.  Children  and  Students  No  Change. 

2%0.  11/27 — on  Mar¬ 

ket  St.  Rwy.  200  Sun¬ 
day  Pass. 

No  Change. 


No  Change. 
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Ex.  20 — Continued. 


Washington  . . 


Newark 


Trend  of  Street  Railway  Fares — 22  Largest  Cities  of  United  States,  Excluding 

Arranged  in  order  of  Population — 1920  Census. 

1923.  1924.  1925.  1926. 

3/1/22 — 80;  6  tkn.  400,  10  No  Change .  No  Change  .  No  Change  . . . 

charge  for  inter-com- 
pany  transfer. 


10/20/21 — 8$,  4  tkn.  300,  No  Change 
10  transfer.  10/1/23 — 

50;  (within  City  limits 
of  Newark,  Jersey  City 
&  other  large  communi¬ 
ties).  Beyond  City  lim¬ 
its  to  the  end  of  the 
original  80  zone  another 
50  fare  will  be  chgd.  Be¬ 
yond  that  80  will  be 
charged  in  each  zone. 

10  transfer  only  on  80 
lines.  No  transfers  on  50 
lines. 


No  Change  .  No  Change  . . . 

i 

i 

i 

i 


Cincinnati 


New  Orleans 

Minneapolis 

645 

Kansas  City 


11/1/21—80,  2  tkts.  150.  1/1/24—90;  6  tkts.  510.  11/1/25—100  cash  3  tkts.  11/14/26  -i-  Shi 

10/1/23  —  80  straight.  (See  1923  rate  for  chil-  250;  Children  under  10  250. 

Children  under  10  years  dren)  4/1/24  90  straight.  yrs.  50  cash  or  6  tkts 

40.  School  children  bet.  Children  under  10  yrs  for  250. 

10  and  18  yrs.  50.  (10  50  cash  5  tkts.  200 . 7/1/ 

for  500  or  40  for  $2.00).  24 — 100,  6  tkts.  570  i 

Children  under  10  yrs. 

50  cash,  4  tkts.  190. 

10/1/24  — 100  straight, 
children  under  10  yrs. 

50  cash  4  tkts.  190. 

9/27/22 — 70.  No  Change .  No  Change .  No  Change  . . . 

i 

8/16/20 — 60.  No  Change, .  8/1/25 — 80  cash,  10  to-  1/1/26 — 80;  6 

kens  for  600.  Free  transfe 


12/14/19 — 80;  2  tkn.  150;  No  Change .  No  Change 

5  tkts.  350 ;  Children 
half  rate. 


11/26—80 ! 

$1.00. 


cas 


Seattle 


1/8/21 — 100 ;  3  tokens  250.  100 ;  3  tokens  250.  Stn-  No  Change 
Transfers  20  with  to-  dents  and  school  chil- 
ken  fares.  3/1/23 — 50.  dren  30  cash  or  10  to- 


No  Change 


Ex.  20 — Continued. 


i  Railway  Fares — 22  Largest  Cities  of  United  States,  Excluding  New  York  City . 

Arranged  in  order  of  Population — 1920  Census. 

1924.  192o.  1926.  1927. 

ange .  No  Change  .  No  Change .  No  Change  . 


page 


No  Change 


No  Change  .  50  in  all  large  communi¬ 

ties  and  50  per  zone  out¬ 
side  their  limits. 


— 9c;  6  tkts.  510. 

:  1923  rate  for  chil- 
)  4/1/24  9c  straight, 
dren  under  10  yrs 
ash  5  tkts.  200 .7/1/ 
100,  6  tkts.  570 
dren  under  10  yrs. 
sash,  4  tkts.  i.90. 
■/24  — 100  straight, 
Iren  under  10  yrs. 
ash  4  tkts.  190. 


11/1/25 — 100  cash  3  tkts. 
250;  Children  under  10 
yrs.  50  cash  or  6  tkts 
for  250. 


11/14/26  —  Sunday  Pass  No  Change 
250. 


ange 


No  Change 


No  Change 


No  Change 


ange 


8/1/25 — 80  cash,  10  to-  1/1/26 — 80;  6  tkn.  400  No  Change 
kens  for  600.  Free  transfers. 


ange 


No  Change 


S  tokens  250.  Stn-  No  Change 
:s  and  school  chil- 


11/26 — 80  cash  15  tkts 

$1.00. 


5/1/27 — 80  cash,  2  tokens 
150,  5  tkts.  350,  15  for 
$1.00.  Free  transfers. 

No  Change  . 


192S. 

No  Change. 

No  Change. 


No  Change. 


No  Change. 
No  Change. 

No  Change. 


No  Change 


No  Change. 


New  Orleans .  9/27/22 — 70. 


No  Change .  No  Change .  No  Change  .  .j. 


Minneapolis  .  8/16/20 — 60. 


No  Change 


8/1/25 — 8^  cash,  10  to¬ 
kens  for  600. 


1/1/26—80;  6 
Free  transfe 


645 


Kansas  City 


12/14/19 — 80;  2  tkn.  150;  No  Change 
5  tkts.  350 ;  Children 
half  rate. 


No  Change .  11/26—80  cas 


Seattle 


1/8/21 — 100 ;  3  tokens  250.  100;  3  tokens  250.  Stu- 
Transfers  20  with  to-  dents  and  school  chil- 


ken  fares.  3/1/23 — 50. 
Tranfers  20  cash  or 
1%0  token  (4  for  50)  on 
certain  6 ‘feeder’ 9  lines 
transfer  to  or  from  a 
connecting  main  line  will 
cost  50  cash.  Transfer 
to  Seattle  and  Rainier 
Valley  Line  will  be  is¬ 
sued  only  on  payment 
of  100  cash  fare.  Stu¬ 
dents  30.  Sun.  School 
30  (under  15  yrs.)  6/ 
16/23 — 100;  3  tkns.  250. 
Students  and  school 
children  30  cash  or  10 
tokens  for  250. 


dren  30  cash  or  10  to¬ 
kens  250. 


Indianapolis 


6/1/21 — 50  straight, 
transfer  charge. 


5/20/24—70;  4  tkts.  250. 
10  transfer  chg.  with 
privilege  of  double 
transfers  at  20.  20  min. 
being  reserved  for  the 
period  of  each  transfer 
100  owl  service. 


Jersey  City . 

Rochester,  N.  Y. 


Same  as  Newark,  New  Jersey. 

8/28/20 — 70;  4  tkts.  260.  No  Change 


$1.00. 


No  Change .  No  Change 


No  Change 


1/1/26—70;  4 
Transfers  20 


ice  100. 


No  Change 


1/1/26— 80,  4 
Free  transfe 


an  ge 


No  Change 


No  Change 


No  Change 


Lange . : .  8/1/25 — 8^  cash,  10  to-  1/1/26 — 8^;  6  tkn.  40^  No  Change . 

kens  for  60^.  Free  transfers. 

ange .  No  Change .  11/26 — 8^  cash  15  tkts  5/1/27 — 8^  cash,  2  tokens 

$1.00.  15^,  5  tkts.  35^,  15  for 

$1.00.  Free  transfers. 

$  tokens  25£.  Stn-  No  Change .  No  Change .  No  Change . 

;s  and  school  chil- 
i  3^  cash  or  10  to- 
\  25<f. 


— 7^;  4  tkts.  25^.  No  Change 
transfer  chg.  with 
dlege  of  double 
isfers  at  2^.  20  min. 
g  reserved  for  the 
od  of  each  transfer 
owl  service. 


1/1/26 — 7^ ;  4  tkns.  25^;  No  Change 
Transfers  2tf.  Owl  serv¬ 
ice  10^. 


»ange .  No  Change .  1/1/26—8^,  4  tkns.  30^.  12/1/27—9 $  Cash,  6  tkts. 

Free  transfers.  50^.  Free  transfers. 


No  Change. 
No  Change. 

No  Change. 

No  Change. 


No  Change. 


No  Change. 


646 


Ex.  #21. 

Comparative  Balance  Sheet — The  Capital  Traction  Company . 

Assets. 


Capital  Assets: 

Road  and  Equipment,  Dec.  31st . 

Additions  and  Betterments  to  date . 

Total  Road  and  Equipment . 

Investment  in  Affiliated  Companies . 

Miscellaneous  Physical  Property . 

Total  Capital  Assets . 

Current  Assets  : 

Cash  . 

United  States  Securities . 

Federal  Land  Bank  Bonds  &  Other  Securities 

Sub-Total  . 

Miscellaneous  Accounts  Receivable . 

Materials  and  Supplies . 

Other  Current  Assets . 

Total  Current  Assets . 

Deferred  Assets : 

Depreciation  Reserve  Fund: 

Investment  in  U.  S.  Securities . 

Investment  in  Other  Securities . 

Accrued  Interest  Receivable . 

Cash  Deposit  in  Bank . 

Total  Depreciation  Reserve  Fund . 

Insurance  Reserve  Fund . 

Less  Investment  in  C.  T.  Co.  5%  Bonds . 

Cash  Deposited  in  Bank . 

Total  Deferred  Assets . 

Unadjusted  Debits: 

Insurance  Premiums  Paid  in  Advance . 

Taxes  Paid  in  advance . 

Other  Unadjusted  Debits . 


As  of  April  30, 1929. 

$20,515,526 . 89 
64,714 . 35 

1  As  of  December  31, 192S. 

$20,399,784 . 41 
115,742 . 48 

As  of  December  31, 1927. 

$20,194,890 . 54 
204,893 . 87 

As  of  December  31, 1926. 

$20,155,238 . 20 
39,652 . 34 

As  of  December  31, 1925 

$19,896,683 . 15 
258,555.05 

20,580,241 . 24 
98,000 . 00 
71,574.68 

!  20,515,526 . 89 

98,000 . 00 
71,574.68 

20,399,784 . 41 
98,000.00 
71,574.68 

20,194,890 . 54 

20,155,238 . 20 

71,574 . 68 

71,574.68 

20,749,815 . 92 

20,685,101 . 57 

20,569,359 . 09 

20,266,465 . 22 

20,226,812 . 88 

237,720.36 
99,406 . 25 
194,304 . 05 

377,705 . 67 
99,406 . 25 
254,233 . 03 

389,934.18 
99,406 . 25 
254,233.03 

653,621 . 70 

239.406 . 25 

202.263 . 26 

552,314.60 

239.406 . 25 

202.263 . 26 

531,430 . 66 
15,630 . 46 
112,227 . 53 
1,100.23 

731,344 . 95 
16,109 . 09 
82,362 . 74 

743,573 . 46 
12,015 . 39 
104,507 . 86 

1,095,291 . 21 
6,138 . 45 
97,816 . 87 

993,984.11 
5,840 . 95 
123,420 . 10 

660,388 . 88 

829,816 . 78 

860,096 . 71 

1,199,246 . 53 

1,123,245 . 16 

% 

929,897 . 33 
378,501.38  i 
733 . 68 

1,129,709 . 83 
151,970 . 57 

1,003,209 . 83 
149,522 . 28 

899,419 . 53 
99,072 . 28 

•  824,067 . 97 

99,072 . 28 

26,943 . 12 

17,265 . 74 

36,147 . 68 

91,526.32 

76,737.03 

1,336,075.51 
194,150.00 
194,000 . 00* 
150.00 

1,298,946 . 14 
194,150 . 00 
194,000 . 00* 
150.00 

1,188,879 . 79 
194,150 . 00 
194,000 . 00* 
150 . 00 

1,090,018 . 13 
194,150 . 00 
194,000.00* 
150.00 

999,877 . 28 
194,150.00 
194,000 . 00* 
150 . 00 

1,336,225.51 

1,299,096.14 

1,189,029 . 79 

1,090,168 . 13 

1,000,027.28 

29,462.64 

988.27 

24,506.41 

34,526.09 

2,168.28 

15,549.99 

40,391.41 

2,080.11 

3,673.84 

20,362.59 

953.28 

3,896.83 

28,368.27 

8,068.05 

1,998.15 

Total  Assets 


$22,801,387.63  $22,866,258.85  $22,664,630.95  $22,581,092.58  $22,388,519.79 

♦Denotes  Deductions. 

Bonds  issued  and  held  in  Treasury — $200,000.00. 


Comparative  Balance  Sheet — The  Capital  Traction  Company . 

Liabilities. 


Capital  Liabilities: 

Capital  Stock  Outstanding . 

Funded  Debt  Issued . 

Less — Reacquired  for  Insurance  Reserve. 

— In  Treasury  unpledged . 

As  of  April  30, 1929. 
$12,000,000 . 00 
6,000,000 . 00 
194,000 . 00* 
200,000 . 00* 

Total  Capital  Liabilities . 

5,606,000 . 00 
17,606,000 . 00 

Current  Liabilities : 

Audited  Accounts  &  Wages  Payable 

Miscellaneous  Accounts  Payable .  . 

Matured  Interest  and  Dividends  Unpaid.  . 

1,433 . 49 
47.60 
20,901 . 13 
116,791 . 67 

Interest  Accrued  not  vet  due 

Accrued  Pavroll  . 

Federal  Tax  on  Georgetown  Bridge  passengers 

u,*7i/U .  uu 

Deposits  of  Trainmen  on  entering  service 

4,077 . 77 

150,171 . 66 

Total  Current  Liabilities . 

Unadjusted  Credits : 

Tax  Liability . 

1K1  CO£  KQ 

Premium  on  Funded  Debt 

Fire  Insurance  Reserve 

JLuJL,O00  .  OV 

3,442 . 25 
1Q4.1'ift  on 

Bus  Tire  Reserve.  .  . 

2,253 . 98 
3,609,301 . 08 
27,457 . 11 
43,258 . 89 

Depreciation  Reserve,  Road  and  Equipment 

Injuries  and  Damages  Reserve. 

Tickets  outstanding  in  hands  of  public 

Total  Unadjusted  Credits. 

4  031  699  90 

Profit  and  Loss  Balance 

1,013,516 . 07 

Total  Liabilities  . . . 

$22,801,387 . 63 

As  of  December  31, 102S.  As  of  December  31, 1927.  As  of  December  31, 1926.  As  of  December  31, 1925. 


$12,000,000 . 00 
6,000,000 . 00 
i  194,000.00* 

i  200,000.00* 

$12,000,000 . 00 
6,000,000 . 00 
194,000 . 00* 
200,000.00* 

$12,000,000 . 00 
6,000,000 . 00 
194,000 . 00* 
200,000 . 00* 

$12,000,000.00 
6,000,000 . 00 

1  194,000.00* 

|  200,000.00* 

5,606,000 . 00 
17,606,000 . 00 

5,606,000 . 00 
17,606,000 . 00 

5,606,000 . 00 
17,606,000 . 00 

5,606,000.00 
17,606,000 . 00 

i 

1 

i  1,420 . 16 
;  5,396 . 19 

!  243,126 . 38 
'  23,358.34 

1,385 . 68 
1,464.21 
238,883 . 88 
23,358 . 34 

1,388 . 20 
6,081 . 56 
245,831 . 13 
23,358 . 34 

i 

i 

i  1,360 . 50 
8,995 . 32 
!  241,522.63 
!  23,358 . 34 

5,449 . 00 

1  4,035 . 77 

2,825 . 00 
6.17 
4,073 . 61 

1,977 . 00 
7.38 
4,027 . 61 

10,550 . 00 
399 . 31 
3,965 . 71 

:  282,785 . 84 

271,996 . 89 

282,671 . 22 

290,151 . 81 

i 

| 

262,474.67 
3,442 . 25 
194,150 . 00 
3,257 . 64 
3,446,450 . 63 
17,357  57 
42,212 . 66 

286,255 . 26 
3,633.25 
194,150 . 00 
2,018 . 61 
3,019,086.03 
15,105 . 66 
39,081 . 50 

311,932 . 88 
3,824.25 
194,150 . 00 
2,809 . 05 
2,716,657.37 

i  292,625.34 
4,015 . 25 
194,150.00 
5,632 . 32 
2,458,454.97 

52,405 . 96 

j  59,244.07 

i 

3,969,345.42 
1,008,127 . 59 

3,559,330.31 
1,227,303 . 75 

3,281,779 . 51 
1,410,641 . 85 

3,014,121 . 95 
1,478,246.03 

$22,866,258.85 

$22,664,630.95 

$22,581,092 . 58 

$22^388,519.79 

i 

i 


i 


♦Denotes  Deductions. 


•  » 
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Ex.  #23. 

Revenue  Passengers  and  Comparison  of  Changes. 


United  Railways  &  Electric  Company,  Baltimore, 

_ A - 


Year.  Fare. 

1923. 

Jan.  70 

Feb.  Cash 

Mar . 

Apr . 1 . 

May  . . . .  ! . 

J une  . 

July  . . 

Aug . . 

Sept . 

Oct . 

Nov . L . 

Dec.  . 

Street  car 
passengers. 

19,708,809 
17,770,508 
.  20,680,791 
.  19,907,818 
21,277,906 
.  20,502,140 
19,701,606 
.  19,377,492 
.  19,143,158 
.  20,586,863 
.  19,629,815 
.  20,371,484 

Estimated  passengers 
counted  twice  (a). 

690,000* 

600,000* 

705,517* 

727,000* 

780,000* 

800,000* 

900,000* 

900,000* 

800,000* 

750,000* 

692,000* 

700,000* 

Street  car 
passengers 
adjusted. 

19,018,809 

17,170,508 

19,975,264 

19,180,818 

20,497,906 

19,702,140 

18,801,606 

18,477,492 

18,343,158 

19,836,863 

18,937,815 

19,671,484 

Total  . . . . 

.238,658,380 

9,044,517* 

229,613,863 

1924. 

J  an . 

19,921,834 

690,000* 

19,231,834 

Feb . 

.  18,588,563 

600,000* 

17,988,563 

Mar . 

.  20,260,175 

705,517* 

19,554,658 

Apr . 

.  19,213,695 

727,000* 

18,486,695 

May  ...  a . 

.  20,528,610 

780,000* 

19,748,610 

June  80,  7%0 

18,300,992 

18,300,992 

July  (2) 

18,194,303 

18,194,303 

Aug.  zones  ext . . 

17,702,094 

17,702,094 

Sept . 

.  17,661,481 

*  •••«•• 

17,661,481 

Oct . 

.  19,469,526 

19,469,526 

Nov . 

.  18,274,054 

•  •  •  •  •  • 

18,274,054 

Dec . 

.  19,341,769 

19,341,769 

Total  . . . . 

.  227,457,096 

3,502,517* 

223,954,579 

1925 

.  18,764,851 

Feb . 

.  17,620,805 

Mar . 

.  19,213,695 

Apr . 

.  19,117,407 

May  . 

.  19,432,645 

•  •  •  •  t  •' 

J  une  . 

.  18,611,660 

July  . 

.  17,863,732 

•  •••*• 

•  ••••• 

Aug . 

.  17,673,585 

•••••• 

Sept . 

.  17,881,217 

••••«« 

Oct . 

.  19,442,790 

Nov . 

Dec.  . 

.  18,718,923 
.  19,894,227 

Total  . . . . 

.  224,235,537 

[♦Red  in  copy.] 


Maryland. 

'  \ 

The  Capital  Tr 

Comparison 

t - 

with  same  month 

12  month 

Street  car 

G 

previous  year. 

moving  totals. 

Fare. 

passengers. 

wi 

8(f,6 

5,643,695 

**•••• 

tkns. 

5,249,634 

. 

40<> 

5,988,629 

•  ••••• 

5,800,059 

6,198,024 

##•••• 

6,313,675 

5,134,799 

5,027,955 

. 

5,142,928 

5,711,128 

5,419,719 

229,613,863 

5,722,329 

67,352,574 

2 

213,025 

229,826,888 

•  ••••• 

5,523,225 

818,055 

230,644,943 

5,140,166 

420,606* 

230,224,337 

5,527,406 

694,123* 

229,530,214 

5,656,753 

749,296* 

228,780,918 

5,657,238 

1,401,148* 

227,379,770 

5,221,260 

1 

607,303* 

226,772,467 

5,019,760 

775,398* 

225,997,069 

4,799,013 

681,677* 

225,315,392 

•  ••••• 

4,929,994 

367,337* 

224,948,055 

•  ••••• 

5,596,615 

663,761* 

224,284,294 

5,144,548 

329,715* 

223,954,579 

5,626,299 

5,659,384* 

63,842,277  ' 

3 

466,983* 

223,487,596 

5,611,646 

367,758* 

223,119,838 

4,998,400 

340,963* 

222,778,875 

5,457,831 

630,712 

223,409,587 

5,458,169 

315,965* 

223,093,622 

5,467,412 

310,668 

223,404,290 

5,177,982 

330,571* 

223,073,719 

4,804,707 

28,509* 

223,045,210 

4,794,038 

219,736 

223,264,946 

4,905,208 

26,736* 

223,238,210 

5,484,644 

444,869 

223,683,079 

5,143,787 

552,458 

224,235,537 

5,548,560 

280,958 

62,852,384 

Ex.  #23. 


■mparison 
Same  month 
Sious  year. 


nue  Passengers  and  Comparison  of  Changes. 

and. 


12  month 
moving  totals. 


The  Capital  Traction  Company. 

_ A _ 


Fare. 


Street  car 
passengers. 


Comparison 
with  last  year. 


12  month 
moving  totals. 


Index  numbers. 


Year  1923  equals  100. 

r - K - - —  n 

Unit.  Rys. 

&  Elec.  Co.  C.  T.  Co. 


! 

8^,  6 

5,643,695 

121,763* 

69,468,494 

j 

♦  •••.* 

tkns. 

5,249,634 

331,081* 

69,137,413 

40^ 

5,988,629 

106,691* 

69,030,722 

•  •  *  • 

5,800,059 

406,313* 

68,624,409 

6,198,024 

146,976* 

68,477,433 

•  •  •  • 

6,313,675 

448,241 

68,925,674 

5,134,799 

300,805* 

68,624,869 

5,027,955 

310,820* 

68,314,049 

5,142,928 

272,288* 

68,041,761 

5,711,128 

173,519* 

67,868,242 

5,419,719 

259,825* 

67,608,417 

229,613,863 

5,722,329 

255,843* 

67,352,574 

67,352,574 

2,237,683* 

13,025 

229,826,888 

5,523,225 

120,470* 

67,232,104 

100.1 

99.8 

118,055 

230,644,943 

5,140,166 

109,468* 

67,122,636 

100.4 

99.7 

20,606* 

230,224,337 

5,527,406 

461,223* 

66,661,413 

100.3 

99.0 

194,123* 

229,530,214 

5,656,753 

143,306* 

66,518,107 

100.0 

98.8 

’49,296* 

228,780,918 

5,657,238 

540,786* 

65,977,321 

99.6 

98.0 

=01,148* 

227,379,770 

5,221,260 

1,092,415* 

64,884,906 

99.0 

96.4 

.07,303* 

226,772,467 

5,019,760 

115,039* 

64,769,867 

98.7 

96.2 

75,398* 

225,997,069 

•  ••••• 

4,799,013 

228,942* 

64,540,925 

98.4 

95  8 

.81,677* 

225,315,392 

•  ••••• 

4,929,994 

212,934* 

64,327,991 

98.1 

95.5 

567,337* 

224,948,055 

•  ••••• 

5,596,615 

114,513* 

64,213,478 

98.0 

95.4 

163,761* 

224,284,294 

5,144,548 

275,171* 

63,938,307 

97.7 

95.0 

129,715* 

223’, 954, 579 

•  ••••• 

5,626,299 

96,030* 

63,842,277 

97.5 

94.8 

59,384* 

63,842,277 

3,510,297* 

166,983* 

223,487,596 

5,611,646 

88,421 

63,930,698 

97.3 

94.9 

567,758* 

223,119,838 

4,998,400 

141,766* 

63,788,932 

97.2 

94.7 

540,963* 

222,778,875 

5,457,831 

69,575* 

63,719,357 

97.0 

94.6 

>30,712 

223,409,587 

5,458,169 

198,584* 

63,520,773 

97.3 

94.3 

tt.5,965* 

223,093,622 

•  ••••• 

5,467,412 

189,826* 

63,330,947 

97.1 

94.0 

310,668 

223,404,290 

5,177,982 

43,278* 

63,287,669 

97.3 

94.0 

530,571* 

223,073,719 

4,804,707 

215,053* 

63,072,616 

97.1 

93.7 

28,509* 

223,045,210 

4,794,038 

4,975* 

63,067,641 

97.1 

93.7 

219,736 

223,264,946 

4,905,208 

24,786* 

63,042,855 

97.2 

93.6 

26,736* 

223,238,210 

5,484,644 

111,971* 

62,930,884 

97.2 

93.4 

144,869 

223,683,079 

5,143,787 

761* 

62,930,123 

97.4 

93.4 

00 

1 

(M 

lO 

_ 

224,235,537 

5,548,560 

77,739* 

62,852,384 

97.0 

93.3 

8 

o 

Id 

cn 

00 

62,852,384 

989,893* 

650 


Revenue 


United  Railways  &  Electric  Company,  Baltimore. 


Year. 


Fare. 


Street  car 
passengers. 


Comparison 
with  same  month 
previous  year. 


12  month 
moving  totals. 


1926. 


Jan.  8<j;7y2^  18,952,322  187,471  224.423,004 

Feb.  Zones  17,458,793  162,012*  224,260,996 

Mar.  Ext.  19,760,440  546,745  224,807,741 

Apr .  19,193,294  75,887  224,883,628 

Mav  .  19,778,990  346,345  225,229,973 

June  .  18,571,415  40,245*  225,189,728 

July  .  17,849,930  13,802*  225,175,926 

Aug.  .  17,305,345  368,240*  224,807,686 

Sept .  17,967,806  86,589  224,894,275 

Oct .  19,433,771  9,019*  224,885,256 

Nov .  19,001,707  282,784  225,168,040 

Dee .  19,981,820  87,593  225,255,633 

Total  . 225,255,633  1,020,096 

1927. 

Jan .  19,012,646  60,324  225,315,957 

Feb .  17,177,034  281,759*  225,034,198 

Mar .  19,264,995  495,445*  224,538,753 

Apr .  18,925,630  267,664*  224,271,089 

May  .  19,001,550  777,440*  223,493,649 

June  .  17,969,391  602,024*  222,891,625 

July  .  17,100,120  749,810*  222,141,815 

Aug.  .  16,805,394  499,951*  221,641,864 

Sept .  17,479,074  488,732*  221,153,132 

Oet .  18,920,941  512,830*  220,640,302 

Nov .  18,095,299  906,408*  219,733,894 

Dee .  18,962,336  1,019,484*  218,714,410 


Total  . 218,714,410  6,541,223* 


[♦Red  in  copy.] 
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Revenue  Passengers  and  Comparison  of  Changes. 

Sheet  No.  3. 


United  Railways  &  Electric  Company,  Baltimore. 


r 

Year.  Fare. 

Street  car 
passengers. 

Comparison 
with  same  mouth 
previous  year. 

A 

12  month 
moving  totals. 

t - 

Fare. 

1928. 

Jan . 

.  18,166,115 

846,531* 

217,867.879 

80;  6 

Feb.  90  Cash 

16,769,687 

407,347* 

217,460,532 

tkns. 

Mar.  3  tkns. 

17,507,196 

1,757,799* 

215,702,733 

40^ 

Apr.  250 

16,710,088 

2,215,542* 

213,487,191 

•  •  •  •  •  • 

May  . 

.  17,551,521 

1,450,029* 

212,037,162 

June  . 

.  16,449,554 

1,519,837* 

210,517,325 

July  . 

.  15,611,822 

1,488,298* 

209,029,027' 

Aug . 

.  15,190,869 

1,614,525* 

207,414,502 

Sept . 

.  15,570,679 

1,908,395* 

205,506,107 

Oct . 

.  17,662,059 

1,258,882* 

204,247,225 

Nov . . . 

16,697,181 

1,398,118* 

202,849,107 

Dec.  100  Cash 

16,579,533 

2,382,803* 

200,466,304 

4  tkns.  35^ 

Total  .... 

.  200,466,304 

18,248,106* 

1929. 

Jan . 

.  16,119,613 

2,046,502* 

198,419,802 

Feb . 

.  14,949,364 

1,820,323* 

196,599,479 

Mar . 

.  16,946,036 

561,160* 

196,038,319 

Apr . 

16,506,294 

203,794* 

195,834,525 

May  . 

.  16,945,726 

605,795* 

195,228,730 

J 11116  . 

.  15,721,010 

728,544* 

194,500,186 

Total  .... 

.  97,188,043 

5,966,118* 

• 

(a)  On  June  1,  1924  the  city  fare  zone  was  extended  to  new  city  limits  and  the  figures  : 
1924  who  paid  a  second  fare  and  were  thus  counted  twice  as  passengers,  while  subsequent  to 
istician  of  the  United  Railways  &  Electric  Company  of  Baltimore. 

[♦Red  in  copy.] 
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I 

i 

i 

i 

Index  numbers. 


r  -  - ( 

The  Capital  Traction  Company.  Year  1923  equals  3-00. 


Street  car 

Comparison 

\ 

12  month 

/ - 

Unit.  Rys. 

\ 

passengers. 

with  last  year. 

moving  totals. 

&  Elec.  Co. 

C.  T.  Co. 

i 

5,017,009 

187,849* 

59,199,866 

94.8 

i 

87.9 

4,745,477 

10,881 

59,210,747 

94.7 

88.0 

5,048,138 

204,070* 

59,006,677 

94.0 

87.6 

5,022,953 

251,086* 

58,755,591 

93.0 

87.2 

5,071,316 

140,074* 

58,615,517 

92.3 

87.1 

4,666,458 

283,277* 

58,332,240 

91.7 

86.6 

4,381,745 

140,008* 

58,192,232 

91.0 

86.4 

4,231,481 

234,776* 

57,957,456 

90.4 

86.1 

4,407,044 

190,726* 

57,766,730 

89.5 

85.8 

4,989,890 

66,513* 

57,700,217 

88.9 

8^.7 

4,676,888 

208,126* 

57,492,091 

88.3 

85.5 

4,888,185 

57,146,582 

345,509* 

2,241,133* 

57,146,582 

87.3 

8M 

i 

i 

j 

| 

| 

4,681,060 

335,949* 

56,810,633 

86.4 

i 

84.4 

4,353,005 

392,472* 

56,418,161 

85.6 

83.8 

5,046,262 

1,876* 

56,416,285 

85.4 

83.8 

4,852,790 

170,163* 

56,246,122 

85.3 

83.5 

4,939,738 

131,578* 

56,114,544 

85.0 

83.3 

4,569,436 

28,442,291 

97,022* 

1,129,060* 

56,017,522 

84.7 

83.2 

| 

i 

! 

n  this  column  represent  the  number  of  passengers  during 

! 

the  months  previous  to  May 

May  1924  such  passengers  are  counted  only  once.  This  estimate  was  made  by|  the  Stat- 
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i 


Ex.  #25. 

Passenger  Revenue ,  Revenue  Passengers ,  Fare  Data. 

1915-1928. 


United  Railways  &  Electric  Company, 

_ K _ 

Baltimore,  Md. 

I 

Year. 

Fare. 

r 

Passenger 
revenue  cars. 

Revenue 
passengers  cars. 

Comparison  with  preceding  year. 

- * - s 

Pass.  rev.  Rev.  pass. 

*  *\ 

Average 

fare. 

t 

Passenger 

revenue. 

j 

Rev 

paiss< 

1915 . . 

.  .5  cents . 

$8,858,494 

181,744,023 

4.870 

$2,165,266 

49,6! 

1916. . 

.  .5  cents . 

9,708,904 

199,158,285 

$850,410 

17,414,262 

4.87 

2,244,289 

51,5' 

63*1 

1917. . 

.  .  5  cents . 

10,382,789 

212,893,619 

673,885 

13,735,334 

4.88 

2,737,933 

1918. . 

.  .10/1  6  cents . 

11,629,434 

226,834,528 

1,246,645 

13,940,909 

5.13 

3,448,643 

77*6 

1919. . 

.  10/1  7(5 — 6%^ .... 

14,665,797 

243,890,966 

3,036,363 

17,056,438 

6.01 

4,459,088 

83*0 

1920 .  . 

..1/1  7(5— 7(5 . 

17,147,538 

253,934,129 

2,481,741 

10,043,163 

6.75 

5,381,766 

74*7, 

1921 . . 

do . 

16,147,251 

238,090,980 

1,000, 287 f 

15,843,149f 

6.78 

5,413,358 

72'1 

69*5 

1922 . . 

do . 

15,910,046 

233,732,146 

237,205f 

4,358,834f 

6.81 

4,907,905 

1923 . . 

do . 

16,227,633 

238,658,380 

317,587 

4,926,234 

6.80 

4,736,584 

67*1 

1924 .  . 

..6/i  8(5 — . 

16,245,910 

*228,423,774 

18,277 

*9,765,394f 

7.11 

4,475,961 

631,2 

1925 . . 

do.  . 

16,423,820 

*224,235,527 

177,910 

*4,188,247+ 

7.32 

4,413,408 

62*0 

1926 . . 

do.  . 

16,502,262 

*225,255,633 

'  78,442 

1,020,106 

7.33 

4,347,134 

6o;8 

1927 . . 

do.  . 

15,973,853 

*218,714,410 

528,4091 

6,541,223f 

7.31 

4,157,012 

57L9 

55,5 

i 

| 

1928 .  . 

1929 . . 

.  .2/13  90 — 8%0, 

12/1  100 — 8%0 . . . 

. .  (6  mos.)  do.  ... 

16,072,427 

8,291,917 

*200,466,304 

97,188,043 

98,574 

168,719 

18,248,1061 

5,966,118f 

8.02 

8.54 

3,984,340 

♦On  June  1,  1024  the  city  fare  zone  was  extended  to  the  new  city  limits.  It  is  estimated  by  the  United  Railways  &  Electric  Company  that  the  second  zon4  f 
ent  (but  not  actual)  decrease  in  riding,  it  is  estimated,  was  reflected  in  1924  to  the  extent  of  5,860,000  passengers  and  in  1925  to  the  extent  of  4,140,000.  Th< 
approximately  10,000,000  in  excess  of  the  real  loss  in  riding,  and  any  comparison  between  years  subsequent  to  1924  with  years  prior  to  1924  should  also  take  this 


[fRed  in  copy.] 
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Ex.  #25. 

ger  Revenue,  Revenue  Passengers,  Fare  Data. 

1915-1928. 


Company,  Baltimore,  Md. 


The  Capital  Traction  Company. 


'  \ 

>arison  with  preceding  year. 


Comparison  with  preceding  year. 


-A _ 

>.  rev. 

\ 

Rev.  pass. 

Average 

fare. 

Passenger 

revenue. 

Revenue 

passengers. 

/ - 

Pass.  rev. 

Rev.  pass. 

Average 

fare. 

4.870 

$2,165,266 

49,682,049 

4.360 

0,410 

17,414,262 

4.87 

2,244,289 

51,572,211  ! 

$79,023 

1,890,162 

11,618,338 

4.36 

3,885 

13,735,334 

4.88 

2,737,933 

63,190,549  i 

493,644 

4.34 

6,645 

13,940,909 

5.13 

3,448,643 

77,650,681 

710,710 

14,460,132 

4.44 

6,363 

17,056,438 

6.01 

4,459,088 

83,017,652  ' 

1,010,445 

5,366,971 

5.37 

1,741 

10,043,163 

6.75 

5,381,766 

74,731,791  ! 

922,678 

8,285,861f 

7.21 

0,287f 

15,843,149f 

6.78 

5,413,358 

72,147,716 

31,592 

2,584,075f 

7.50 

57,205f 

4,358,834f 

6.81 

4,907,905 

69,590,257 

505,453t 

2,557,459t 

7.06 

7,587 

4,926,234 

6.80 

4,736,584 

67,199,073 

171,421+ 

2,391,184f 

7.05 

8,277 

*9,765,394f 

7.11 

4,475,961 

63,272,131 

260,623f 

3,926, 942f 

7.07 

7,910 

*4,188,247f 

7.32 

4,413,408 

62,059,912 

62,553f 

1,212,219+ 

7.11 

8,442 

1,020,106 

7.33 

4,347,134 

60,845,985  ; 

66,274f 

1,213,927+ 

7.15 

!8,409f 

6,541,223f 

7.31 

4,157,012 

57,918,851 

190,122+ 

2,927,134f 

7.18 

'8,574 

8,719 

18,248,1061 

5,966,118+ 

8.02 

8.54 

3,984,340 

55,521,432 

172,672f 

2,397,419+ 

7.18 

•  •  •  • 

timated  by  the  United  Railways  &  Electric  Company  that  the  second  zone  fares  thus  lost  amounted  to  10,000,000  per  annum.  This  appar- 
extent  of  5,860,000  passengers  and  in  1925  to  the  extent  of  4,140,000.  The  passenger  decreases  shown  for  these  two  years  are  therefore 
reen  years  subsequent  to  1924  with  years  prior  to  1924  should  also  take  this  fact  into  consideration. 
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Ex.  #26. 


Comparative  Statement  of  Operations,  22  Largest  Cities  of  United  States,  Excluding  New  York 


Operating 

Operating 

Depreciation 

Car  miles. 

revenues. 

expenses. 

• 

Taxes. 

in  oper.  exp. 

operated. 

Chicago  . 

$62,003,330 

$45,590,879 

(3) 

$3,220,000 

(1) 

$4,980,496 

135,961,885 

Philadelphia  . 

46,474,426 

30,581,926 

3,036,993 

2,697,887 

70,028,834 

Detroit  (Municipal)  . 

21,376,484 

16,027,787 

642,070 

• 

None 

48,266,729 

Cleveland . 

16,839,723 

13,687,405 

1,146,575 

(2) 

178,868 

34,100,476 

St.  Louis  . 

19,262,276 

14,469,341 

1,849,488 

1,200,000 

41,485,219 

Boston  . 

32,621,881  (3) 

24,900,189 

(3) 

1,721,678 

(3) 

2,671,142 

57,481,292 

Baltimore  . 

16,273,826 

10,885,708 

1,579,061 

878,693 

33,013,319 

Pittsburgh . 

20,576,466 

15,622,817 

596,624 

2,055,246 

39,952,234 

Los  Angeles . 

11,860,252 

9,576,029 

741,267 

1,274,486 

31,532,662 

Buffalo  . 

10,182,135 

7,492,122 

734,184 

1,016,000 

18,325,042 

San  Francisco  (Municipal) . 

3,338,302 

3,140,820 

None 

231,602 

8,911,155 

San  Francisco  (Market  St.) . 

9,715,178 

7,696,722 

603,978 

None 

26,498,839 

Milwaukee  . 

8,619,907 

6,336,548 

602,129 

798,976 

22,737,022 

Newark  . 

(4) 

(4) 

(4) 

(4) 

37,720,386 

Cincinnati  . 

7,970,011 

5,520,281 

682,030 

449,604 

17,903,213 

New  Orleans . 

6,808,213 

4,127,120 

732,507 

(4)  ' 

13,605,270 

Minneapolis . 

11,882,450 

8,849,071 

1,009,608 

989,069 

29,055,893 

Kansas  City . 

8,458,082 

6,242,470 

488,394 

None 

24,759,411 

Seattle  (Municipal) . 

5,381,279 

4,411,678 

None 

706,882 

14,055,285 

Indianapolis  . 

5,040,073 

3,593,457 

284,147 

None 

13,631,294 

Rochester  . 

5,253,717 

3,736,764 

266,216 

275,000 

9,826,703 

The  Capital  Traction  Co . 

4,078,887 

2,770,193 

336,316 

324,208 

8,361,039 

(1)  Renewals  and  Depreciation. 

(2)  Service  at  Cost. 

(3)  Includes  buses. 

(4)  Not  available. 


Ex.  #26. 


I  Largest  Cities  of  United  States,  Excluding  New  York  City ,  Street  Car  Operation  Only . 


Ratio  depreciation  to 


Depreciation 

Car  miles. 

Cars 

Mi.  single 

t — - - 

- N 

• 

Taxes. 

in  oper.  exp. 

operated. 

Bus  miles. 

in  service. 

track. 

Oper.  rev. 

Oper.  exp. 

179 

(3) 

$3,220,000 

(1) 

$4,980,496 

135,961,885 

230,700 

3,640 

1,013 

(1)  8.03 

(1)10.92 

26 

3,036,993 

2,697,887 

70,028,834 

11,313,757 

2,329 

716 

5.81 

8.82 

87 

642,070 

None 

48,266,729 

13,167,724 

1,700 

419 

05 

1,146,575 

(2) 

178,868 

34,100,476 

4,287,520 

1,513 

418 

(2)  1.06 

(2)  1.31 

41 

1,849,488 

1,200,000 

41,485,219 

1,793,736 

1,618 

464 

6.23 

8.29 

89 

(3) 

1,721,678 

(3) 

2,671,142 

57,481,292 

5,999,879 

2,071 

489 

(3)  8.19 

(3)10  73 

08 

| 

1,579,061 

878,693 

33,013,319 

2,257,280 

1,121 

413 

5.40 

8.07 

17 

596,624 

2,055,246 

39,952,234 

2,099,976 

1,417 

591 

9.99 

13  16 

29 

741,267 

1,274,486 

31,532,662 

5,983,368 

1,032 

405 

10.75 

13  31 

22 

734,184 

1,016,000 

18,325,042 

2,546,114 

656 

407 

9.99 

13.56 

20 

; 

None 

231,602 

8,911,155 

746,156 

234 

84 

6.94 

7.37 

22 

603,978 

None 

26,498,839 

265,999 

776 

269 

48 

i 

602,129 

798,976 

22,737,022 

4,491,798 

781 

284 

9.27 

12  61 

81 

(4) 

(4) 

37,720,386 

56,735,782 

2,102 

685 

(4) 

(4) 

i 

682,030 

449,604 

17,903,213 

3,097,826 

763 

279 

5.64 

8.14 

£0 

732,507 

(4) 

13,605,270 

1,057,705 

381 

206 

(4) 

(4) 

71 

1,009,608 

989,069 

29,055,893 

4,797,714 

1,046 

516 

8.32 

11.18 

70 

488,394 

None 

24,759,411 

2,986,784 

744 

316 

78 

i 

None 

706,882 

14,055,285 

1,909,080 

507 

239 

13.14 

16.02 

57 

284,147 

None 

13,631,294 

1,273,971 

465 

177 

•  •  •  •  • 

266,216 

275,000 

9,826,703 

688,471 . 

419 

(4) 

5.23 

7.36 

93 

336,316 

324,208 

8,361,039 

1,343,335 

326 

73 

7.95 

11.70 

» 
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657  Ex.  #28. 

Construction  Costs  Indices. 


Construction  costs. 


Am.  Elec.  Ry. 

Engineering 

Association. 

News — Rec. 

Year  1925 : 

J  anuary  . 

.  205.3 

210.4 

February  . 

.  203.9 

209.7 

March  . 

.  204.4 

210.2 

April  . 

.  204.1 

209.6 

May  . 

.  202.0 

207.2 

June  . 

.  200.0 

204.6 

July  . 

.  200.1 

204.6 

August  . 

.  204.6 

204.6 

September  . 

.  201.0 

202.1 

October  . 

.  202.7 

205.4 

November  . 

.  202.4 

206.0 

December  . 

.  202.2 

206.0 

Average  1925  . .  . 

.  202.4 

206.7 

Year  1926: 

January  . 

.  202.2 

207.2 

February  . 

.  201.9 

206.6 

March  . 

.  202.0 

207.6 

April  . 

.  201.3 

207.0 

May  . 

.  202.4 

207.3 

June  . 

.  201.9 

204.8 

J uly  . 

.  203.2 

307.8 

August  . 

. . . . .  203.6 

208.3 

September  . 

.  203.2 

208.3 

October  . 

.  202.9 

209.8 

November  . 

.  203.7 

210.8 

December  . 

.  203.2 

210.8  ■ 

Average  1926  . . . 

.  202.6 

207.8 

Year  1927: 

i 

! 

j 

J  anuary  . 

.  203.5 

211.5 

February  . 

.  202.9 

210.2 

March  . 

.  203.0 

208.8 

i 


576  PUBLIC  UTILITIES  COMMIT.,  D.  C.,  ET  AL.  VS. 


Construction  costs. 


April  . 

c  --  - 

Am.  Elec.  Ry. 
Association. 

.  202.6 

■  N 

Engineering 
News — Rec. 

209.0 

Mav  . 

.  201.0 

206.8 

June  . 

.  200.6 

205.6 

Julv  . 

.  199.9 

203.7 

August  . 

.  200.9 

205 . 5 

September  . . 

.  199.4 

203.6 

October  . 

.  199.2 

204.4 

November  . 

.  199.4 

202.0 

December  . 

. 200.7 

203.9 

Average  1927  . 

.  201.1 

206.3 

Year  1928: 

Januarv  . 

.  200.9 

203.9 

Februarv  . 

.  200.9 

204 . 6 

March  . 

.......  200.5 

204.6 

April  . . 

.  201.2 

206.4 

Mav  . 

.  201.9 

207.0 

June  . 

.  202.7 

206.2 

J  ulv  . 

.  203.3 

206.6 

August  . 

.  204.5 

207.3 

September  . 

.  204.4 

207.3 

October  . 

.  205.5 

207.7 

November  . 

.  205.7 

209.5 

December  . 

.  205.1 

210.2 

Average  1928  . 

.  203.1 

206.8 

(Here  follows  Exhibit  No.  29,  marked  page  658.) 
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659  Ex.  S30. 


The  following  statement  shows  price  variations  by  index  numbers  as  of 
December  31st,  each  year,  in  a  number  of  different  items  of  material,  100 
representing  1914  prices. 


1928. 

1927. 

1926. 

|1925. 

1924. 

Car  Wheels,  Solid  Steel . 

222 

222 

222 

|  222 

222 

Gears — Steel — Railway  . 

221 

221 

221 

:  221 

221 

Pinions — Steel — Railway  . 

214 

214 

214 

!  214 

214 

Brake  Shoes . 

116 

118 

ns 

128 

136 

Cast  iron  stoker  castings,  etc . 

261 

261 

261 

!  261 

261 

Mall,  iron  car  &  truck  castings . 

263 

263 

263 

!  263 

263 

Steel  bars . 

15S 

150 

167 

i  m 

175 

Bolts,  nuts,  etc . 

202 

202 

202 

202 

202 

Armature  coils . 

14S 

142 

139 

139 

143 

Copper  car  wire . 

115 

112 

122 

132 

130 

Copper  Trolley  wire . 

149 

131 

127 

134 

141 

Air  brake  parts . 

150 

150 

150 

150 

150 

Steel  Car  Truck  Springs . 

236 

236 

236 

236 

241 

Babbitt  metal — tin  base . 

152 

172 

195 

190 

176 

Babbitt  metal — lead  base . 

122 

128 

150  ! 

1SS 

172 

Contact  plows . 

179 

179 

1S5  ; 

178 

176 

Glass  for  car  windows . 

1SS 

17S 

187  i 

219 

16S 

White  lead  in  Oil . 

160 

160 

179 

1SS 

1S8 

Waste — Cotton  Wiping . 

121 

126 

132  i 

155 

163 

Waste — Wool  Journal  Packing . 

237 

237 

237  | 

237 

221 

Lumber — Virginia  pine . 

201 

1S5 

195 

212 

205 

Lumber — Poplar  . 

195 

216 

216  1 

216 

224 

Lumber — Maple — 1  x  16 . 

296 

296 

296  | 

312 

312 

Lumber — Oak  . 

227 

227, 

227 

| 

227 

200 

Cable — 250.000  CM  3-Cond.  Leaded . 

166 

137 

150  | 

16S 

176 

Cable— 1  Mill.  CM  1-Cond.  Leaded . 

166 

135 

141 

155 

163 

Gasoline — regular  grade . 

136 

144 

1(50  ! 

120 

12S 

Bus  Tires — 36  x  6  Pneumatic . 

79 

S6 

95  | 

159 

SS 

The  foregoing  table,  as  stated,  represents  variation  in  prices  as  of  De¬ 
cember  31st.  each  year.  The  following  table  of  variations!  is  based  on 
prices  paid  for  purchases  made  for  the  track  work  done  in  tihe  year  indi¬ 
cated,  the  year  1914  representing  100.  Where  blanks  appear  ;no  purchases 
were  made. 


1929. 

192S. 

1927. 

1926. 

!  1925. 

i 

1924. 

Wheel  rail . 

139 

145 

139 

!  145 

•  •  • 

'Slot  rail . 

♦20S 

•  •  • 

20S 

•  •  • 

!  206 

•  •  * 

Conductor  rail . 

ISO 

•  •  • 

1S7 

1S5 

i  180 

•  •  • 

Track  yokes — Cast  iron . 

175 

•  •  * 

152 

155 

141 

1 

164 

Frames  &  Covers — cast  iron . 

193 

200 

195 

202 

i  170 

•  •  • 

Mall,  iron  track  castings . 

219 

•  •  • 

219 

217 

230 

•  •  • 

Track  bolts . 

187 

21S 

1S3 

191 

!  189 

1S6 

Conductor  bar  insulators . 

*  •  • 

•  •  * 

175 

•  •  * 

19S 

•  •  • 

Cement  delivered — net . 

1S7 

1S7 

194 

198 

104 

Sand  on  Wharf . 

100 

100 

154 

154 

154 

154 

’Gravel  on  Wharf . 

154 

154 

200 

200  : 

200 

200 

Durax  Paving  Blocks . 

•  •  • 

•  •  • 

125 

•  •  • 

121 

124 

i 

i 

i 

i 

i 

i 

I 


♦From  quotation  no  purchase. 
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660  Ex.  #32. 

The  Capital  Traction  Company. 

Copy  of  Correspondence  with  Public  Utilities  Commission 
Regarding  Charge  of  40%  of  Labor  Expended  in  Track 
Reconstruction  to  Maintenance  Accounts. 

The  Capital  Traction  Company,  Washington,  D.  C. 

December  30, 1920. 

The  Public  Utilities  Commission 
of  the  District  of  Columbia, 

District  Building,  Washington,  D.  C. 

Gentlemen  : 

During  the  year  1920  we  have  charged  the  entire  cost 
of  renewing  track  and  special  work  to  Capital  Accounts, 
the  amount  so  charged  including  the  cost  of  removing  the 
old  work  and  the  necessarily  high  cost  incident  to  renew¬ 
ing  track  under  street  car  traffic.  We  have  also  credited 
Capital  Account  with  the  capitalized  cost  of  the  track  work 
removed,  replaced  by  the  new  construction. 

It  is  proposed  to  make  an  adjustment  between  Capital 
Account  and  Operating  Expenses  due  to  the  fact  that  the 
work  was  done  under  traffic  and  that  old  track  instead  of 
pavement  and  earth  was  excavated;  the  end  desired  being 
to  have  included  in  Capital  Account  an  amount  represent¬ 
ing  as  nearly  as  possible  the  present  day  cost  of  installing 
new  track  construction  in  an  open  street. 

As  there  is  no  way  of  arriving  actually  at  what  this  ad¬ 
justment  should  be,  it  must  be  estimated,  and  in  making 
this  estimate  the  following  facts  have  been  considered. 

During  the  latter  part  of  1917  and  the  first  half  of  1918 
we  constructed  the  Potomac  Park  Loop  Extension.  This 
extension  was  a  single  track  line,  conduit  track,  and  in¬ 
cluded  the  building  of  4,191.73  feet  single  tangent  track. 
Being  a  single  track  line,  the  excavation  to  sub-grade  was 
somewhat  less  than  would  be  required  for  one-half  a  double 
track  line  where  the  brows  and  dummy  are  fully  excavated 
for  pavement  renewal.  The  work  was  carried  on  during 
the  winter  of  1917-1918,  the  spring  of  1918  and  substan¬ 
tially  completed  in  July  1918,  and  its  costs  reflect  in  part 
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the  difficulties  which  would  naturally  be  encountered  in  a 
winter  construction  job. 

The  records  show  that  the  labor  cost  on  the  tangent 
track  so  constructed  was  $4,258  per  foot  of  single  track, 
and  that  the  average  wage  per  hour  over  the  jobjwas  31.5 
cents.  This  indicates  that  it  required  13.517  labor  hours 
to  construct  one  foot  of  single  tangent  track  in!  a  single 
track  line. 

Analysis  of  the  tangent  track  rebuilt  and  capitalized  dur¬ 
ing  the  year  1920  shows  that  we  have  completed  a  total  of 
6,783.67  feet  of  single  track,  all  of  which  is  double  track 
line;  that  25.70  hours  were  expended  for  each  footj  of  single 
track  rebuilt,  and  that  the  average  cost  per  hour  if  or  labor 
was  45.6  cents.  The  accompanying  statement  shows  that 
the  labor  hours  per  foot  of  track  on  the  various  jobs  ranged 
from  23.22  to  47.188,  the  former  representing  the  unit  for 
the  largest  job  worked  on  during  the  year,  and  the  latter 
a  small  job  carried  on  during  quite  severe  winter  condi¬ 
tions. 

Considering  the  unit — u Labor  Hours  per  Foot  ,or  Single 
Track’ ’ — in  connection  with  the  largest  single  reconstruc¬ 
tion  job  during  1920,  located  on  First  and  B  Streets,  be¬ 
tween  Garfield  Monument  and  New  Jersey  Avenge,  we  find 
that  41.8%  of  the  labor  hours  per  foot  of  tracjv  on  this 
job  represents  excess  over  the  corresponding  upit  on  the 
Potomac  Park  Loop  extension. 

In  view  of  the  fact  that  the  1920  reconstruction  jobs  were 
all  double  track  renewals,  while  the  Potomac  Park  exten¬ 
sion  was  a  single  track  line,  and  of  the  known  difficulties 
encountered  in  1920  in  obtaining  material,  which  had  the 
effect  of  slowing  up  and  thereby  increasing  the  cost  of  the 
1920  reconstruction  work,  it  is  considered  readonable  to 
estimate  that  40%  of  the  labor  cost  incurred  in  the  recon¬ 
struction  of  tangent  track  in  1920  was  due  to  the  excess 
cost  of  removing  the  old  track  structure  and  to  higher 
costs  incident  to  building  track  under  traffic.  In  the  ab¬ 
sence  of  data  on  such  excess  costs  with  respect  !to  curved 
track  and  special  work  renewals,  the  same  percentage  is 
applied  to  the  labor  costs  on  these  two  classes  of  j  renewals. 

As  shown  by  the  accompanying  statement,  the  total  la¬ 
bor  cost  capitalized  on  tangent  track,  curved  track  and 
special  work  renewed  during  1920  was  $127,056.48.  40% 
of  this  total  amounts  to  $50,822.59,  and  it  is  proposed  to 
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credit  that  sum  to  the  appropriate  capital  accounts  and 
charge  to  the  corresponding  operating  expense  accounts. 

We  respectfully  ask  the  Commission’s  approval  of  this 
action. 

We  are  advised  that  the  Commission  has  in  contempla¬ 
tion  the  establishment  of  definite  rules  regarding  proper 
accounting  of  replacement  work.  The  above  changes  are 
made  as  the  result  of  a  hurried  investigation  in  order  that 
our  books  may  more  properly  represent  conditions  for  the 
year  1920,  with  the  expectation  that  the  course  herein  out¬ 
lined  will  be  altered  if  it  is  found  advisable  after  further 
consideration. 

Respectfully, 

(Signed)  !  J.  H.  HANNA, 

Vice-President . 

661  The  Capital  Traction  Company. 

Copy  of  Correspondence  with  Public  Utilities  Commission 
Regarding  Charge  of  40%  of  Labor  Expended  in  Track 
Reconstruction  to  Maintenance  Accounts. 

District  Building,  14th  Street  and  Pennsylvania  Avenue. 
Please  refer  to  File  1144/8. 

Public  Utilities  Commission  of  the  District  of  Columbia, 

Washington. 


December  31,  1920. 

The  Capital  Traction  Company, 

36th  and  M  Streets  northwest, 

Washington,  D.  C. 

Gentlemen  : 

After  a  careful  consideration  of  your  request  of  the  30th 
instant  for  authority  to  credit  to  the  proper  capital  ac¬ 
counts  the  sum  of  $50,822.59  and  to  charge  the  same  to  the 
proper  operating  expense  accounts,  said  sum  representing 
that  portion  of  the  capitalized  cost  of  track  and  roadway 
labor  incurred  in  renewals  and  replacements  of  track  dur¬ 
ing  1920,  which  should  properly  be  charged  to  operating 
expenses,  you  are  informed  that  the  Commission  has  ap¬ 
proved  this  transfer.  This  Commission  tentatively  accepts 
the  above  sum  as  correct,  subject,  however,  to  future  ad- 
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justment  when  it  shall  have  formulated  definite  rules  pre¬ 
scribing  the  procedure  to  be  followed  in  the  capitalization 
of  the  cost  of  such  renewal  and  replacement  work* 

By  direction  of  the  Commission : 

(Signed)  WALTER  C.  ALLEN, 

Executive  Secretary. 

WCA/TR. 

662  Ex.  #33. 

j 

The  Capital  Traction  Company. 

Trips  Scheduled  to  Operate  Southbound  on  2 6th  Street  and 
Northbound  on  25 th  Street  Between  G  Street  and  Pa. 
Ave. — Weekday  Schedules. 

Southbound  on  26th  Street. 


Run. 

From 

To 

Due  26th  &  Ta. 

201 

Georgetown . 

17th  St.  S.  E. . . . 

4.51 

a.  m. 

204 

i  c 

it 

5.14 

a 

249 

i  i 

i  t 

5.  £7 

a 

207 

<  i 

it 

5.37 

a 

209 

a 

i  i 

5.f47 

a 

210 

a 

i  i 

5.54 

t  i 

529 

26th  &  Pa . 

Union  Sta . 

7 . 38V2 

a.  m. 

230 

Georgetown . 

17th  St.  S.  E. . . 

7J5iy2 

a 

418 

26th  &  Pa . 

Cap.  &  Lib . 

7  ,!59y2 

a 

527 

1 1 

8  &  F  N.  E . 

8J09 

a 

450 

l  i 

Peace  Mt . 

8.19 

a 

529 

26th  &  Pa . 

Navy  Yard  .... 

8 .129% 

a.  m. 

526 

i  i 

1 1 

•  •  • 

8i39y2 

t  i 

418 

i  t 

t  i 

•  •  •  a 

8J49y2 

a 

441 

i  i 

i  i 

9i09y2 

i  t 

203 

Georgetown . 

Ch.  Ch.  Circle . . 

4.09%  p.  m. 

265 

Rosslyn . 

a 

4: 271/2 

a 

250 

a 

a 

4  !37y2 

i  t 

444 

26th  &  Pa . 

17th  St.  S.  E. . . . 

4i47i/2 

a 

409 

t  i 

a 

4159% 

a 

485 

26th  &  Pa . 

17th  St.  S.  E. . . . 

5  i  11%  p.  m. 

490 

1 1 

it 

a  a  •  • 

5,i7y2 

a 

437 

a 

i  i 

a  a  •  • 

51. 28y2 

tt 

269 

i  i 

it 

•  •  •  a 

5L35y2 

a 

443 

1 1 

•  r  f  ,*  r  •  f  f  •  • 

a 

v  a  •  a 

5.47 

a 
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Run. 

From 

To 

Due  26th  &  Pa. 

444 

26th  &  Pa . 

17th  St.  S.  E . . . . 

5.59 

p.  m. 

409 

c  i 

Navy  Yard  .... 

6.09 

1 1 

485 

a 

1 1 

6.19% 

1 1 

490 

t  t 

1 1 

•  •  •  • 

6.29%! 

a 

Northbound 

on  25th  Street. 

Run. 

From 

To 

Due  25th  &  G. 

529 

Navy  Yard . 

26th  &  Pa . 

7 . 29 Yz  a.  m. 

418 

tt 

1 1 

7.50% 

1 1 

527 

t  t 

1 1 

8.00 

t  i 

450 

t  t 

1 1 

8 . 10% 

tt 

529 

Union  Sta . 

1 1 

8 . 21% 

a 

526 

Navy  Yard . 

26th  &  Pa . 

8.29% 

a.  m. 

418 

Cap.  &  Lib ...... 

1 1 

8 . 41% 

1 1 

260 

Pot.  Park . 

Georgetown  . . . 

8 . 42% 

1 1 

221 

Decatur  St . 

1 1 

8.43 

1 1 

265 

Pot.  Park . 

1 1 

8.45% 

1 1 

255 

17th  St.  S.  E  . . . 

Georgetown  .  .  . 

8 . 48% 

a 

229 

Pot.  Park . 

u 

8  54 

1 1 

441 

17th  &  Pa.  S.  E . 

26th  &  Pa . 

8.59 

1 1 

261 

Pot.  Park . 

Georgetown  . .  . 

9.00 

1 1 

232 

Pot.  Park . 

1 1 

9.02 

1 1 

254 

Cap.  &  Lib . 

Georgetown  .  . . 

9 . 08% 

a.  m. 

225 

17th  St.  S.  E ...... . 

1 1 

9 . 11% 

1 1 

234 

<  t 

1 1 

9 . 23y2 

1 1 

211 

Peace  Mt . . 

Rosslyn  . 

9.40 

tt 

444 

Navy  Yard . 

26th  &  Pa . 

4.40 

p.  m. 

409 

i  ( 

a 

4  50 

1 1 

485 

i  ( 

1 1 

5.00 

a 

490 

t  i 

a 

5.10 

1 1 

437 

t  l 

a 

5.20 

1 1 

269 

17th  St.  S.  E . 

26th  &  Pa  . 

5.30 

p.  m. 

443 

t  t 

•  •••••» 

<  t 

5.38 

a 

444 

i  i 

1 1 

5.50 

a 

409 

i  i  j 

«»•)•••• 

1 1 

6.00 

1 1 

485 

i  i 

•  ■••••« 

tt 

6  11 

1 1 

490 

17th  St.  S.  E . .  i . . . . 

26th  &  Pa . 

6.20 

t  i 

437 

a 

Georgetown  . . . 

6 . 30% 

1 1 

269 

a 

tt 

6.381/2 

a 
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663  Ex.  #34. 

i 

Transfer  Points  Car  and  Bus  Lines. 

The  Capital  Traction  Company. 


Connecticut  Avenue  &  McKinley  St .  2C  Transfer  received  and 

issued  C.  T.  Co.  cars  and 
buses. 

Connecticut  Avenue  &  Woodley  Rd.  or  Cal-  2 C  Transfer  received  and 

vert  St .  issued  C.  T.  C<>.  cars  and 

W.  Ry.  &  E.  buses. 

Wisconsin  Ave.  &  Nebraska  Ave .  2C  Transfer  received  and 

issued  W.  Ry.  j  &.  E.  cars 

and  C.  T.  Co.  buses. 

7tli  &  L  Streets,  S.  W .  2C  transfer  received  and 

issued^  C.  T.  CC.  cars  and 

4*  &  L  Street,  S.  W.  ")  buses. 

4^  &  P  Street.  S.  W.  L .  2tf  transfer  received  and 

Water  &  N  Streets,  S.  W.  J  issued  W.  Ry.  i  &  E.  cars 

and  C.  T.  Co.  buses. 

Ttli  or  8th  &  M  Streets,  S.  E .  2 C  transfer  received  and 

issued  C.  T.  C<j>.  cars  and 
buses. 


lltli  &  M  Streets,  S.  E 


r 


17th  &  Pa.  Avenue,  S.  E 


Benning  Rd.  &  Kenilworth  Ave 


19th  &  Pa.  Ave.  N.  W . 1 


14th  &  N  Street,  N.  W . 

7th  &  R.  I.  Ave.  N.  W . - 

N.  J.  &  Fla.  Ave.  N.  W . 


18th  or  19th  &  Va.  Ave.  N.  W 


2C  transfer  received  and 
issued  C.  T.  Co^  buses  and 
W.  Ry.  &  E.  c^rs. 

Free  transfer  received  and 
issued  C.  T.  Co.  cars — 
C.  T.  Co.  buses  to  Randle 
Highlands. 

2  C  transfer  received  and 
issued  C.  T.  C<j>.  cars  and 
C.  T.  Co.  buses  to  East¬ 
ern  High  School  or  Ben- 
nings. 

No  transfers  to  Hillcrest. 

2C  transfer  received  and 
issued  W.  Ry.  &  E.  cars 
and  C.  T.  Co.  buses. 

2C  transfer  received  from 
W.  Ry.  &  E.j  buses  on 
C.  T.  Co.  cars  bound  West 
or  South. 

2 C  transfer  issued  by  East 
or  Northboundj  C.  T.  Co. 
cars  to  cash  Passengers 
only  to  W.  Ry.  !&  E.  buses. 

2<*  transfer  received  by  C.  T. 
Co.  cars  from  W.  Ry.  &  E. 
buses. 

2C  transfers  issued  by  C.  T. 
Co.  cars  to  c*4sh  passen¬ 
gers  to  W.  Ry.  !&  E.  buses. 

2  4  transfer  received  and 
issued  C.  T.  Co.  cars  to 
W.  Ry.  &  E.  buses  for  Lin¬ 
coln  Memorial.  ! 


Price  Variations  by  Index  Figures  as  of  December  31s/,  for  Years  1918  to  1928. 
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665  Ex.  #36. 

The  Capital  Traction  Company. 

Average  Annual  Wages  of  Employees,  Excluding  Con¬ 
struction  Force ,  Based  on  Rates  in  Effect  as  of  Decem¬ 
ber  31s£  Each  Year,  with  Index  Numbers — 1918  Repre¬ 
senting  100. 

Annual  average 


per  employee. 

Index. 

December 

31,  1918.... 

$1,467.70 

100 

Do. 

1919. . . . 

1,587.51 

108.2 

Do. 

1920. . . . 

1,799.22 

122.5 

Do. 

1921. . . . 

1,816.92 

123.8 

Do. 

1922. . . . 

1,801.06 

122.7 

Do. 

1923. . . . 

1,807.63 

123.2 

Do. 

1924. . . . 

1,823.44 

124.2 

Do. 

1925. . . . 

1,816.59 

123.8 

Do. 

1926.... 

1,839.16 

125.4 

Do. 

1927. . . . 

1,836.63 

125.2 

Do. 

1928. . . . 

1,846.99 

125.8 

666 

Ex.  #37. 

The  Capital  Traction  Company. 

Wages  and  Salaries. 

Total 

Total 

Total 

wages  and 

Total 

bus  opera- 

wages  and 

salaries 

trainmen’s 

tors’ 

salaries. 

in  oper.  exp. 

wages. 

wages. 

(A) 

(B) 

(C) 

(D) 

1918 . 

.  $1,371,712 

$1,266,164 

$761,103 

1919  .... 

.  1,944,209 

1,808,116 

1,071,707 

1920  .... 

.  2,234,537 

2,229,975 

1,269,565 

1921  .... 

.  2,329,075 

2,219,095 

1,296,676 

1922  .... 

.  2,257,566 

2,158,196 

1,272,399 

1923  .... 

.  2,296,978 

2,165,587 

1,264,871 

$9,195 

1924  .... 

.  2,196,471 

2,145,290 

1,234,248 

25,917 

1925  .... 

.  2,204,905 

2,151,389 

1,229,237 

38,641 

1926  . 

.  2,213,801 

2,166,478 

1,212,046 

61,607 

1927  . 

.  2,199,334 

2,118,699 

1,181,617 

71,494 

1928  . 

. .  2,132,094 

2,062,639 

1,150,515 

90,241 

Column  (B)  is  included  in  Column  (A). 

Columns  (C)  and  (D)  are  included  in  Columns  (A)  and 
(B). 


(Here  follows  Exhibit  No.  38,  side  folio  667.) 
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Ex.  #38. 

The  Capital  Traction  Company. 

Track  Renewals — Straight  Track  Only — Capital  Cost . 


Hours 

Complete  renewals  of  deep  tube  cable  const. : 

Length 

Labor  cost 

Hauling  cost 

per  foot 
(includes  all 

1916  construction: 

Year. 

feet  St. 

per  foot,  %.  ! 

per  foot,  % 

Material  cost,  %. 

Total  cost,  100%. 

labor  hours). 

#943 

14th  St.  Q  to  U  Streets  N.  W . 

1916 

4557 

$3 . 317 

27.1* 

$0,430 

3.5* 

$8 . 515 

69.4* 

$12 . 262 

16.86 

982 

14th  St.  H  to  Thomas  Circle . 

1917 

3683 

4.532 

30.6* 

0.550 

3.7* 

9.713 

65.7* 

14.795 

17.40 

1115 

14th  St.  U  to  Florida  Ave . 

1919 

2101 

5.747 

25.5* 

0.911 

4.0* 

15 . 824 

70.5* 

22 . 482 

22.91 

1122 

Penna.  Ave.  7th  to  9th  Sts . 

a 

1077 

7.521 

31.3* 

1.478 

6.2* 

15 . 015 

62.5* 

24 . 014 

29.88 

1136 

1st.  St.  Peace  to  Garfield  Monts . 

a 

600 

7.099 

31.1* 

1.046 

4.5* 

14.685 

64.4* 

22 . 803 

26.24 

1162 

14th  St.  Thomas  Circle  to  R.  I.  Ave . 

1920 

1635 

6.436 

28.5* 

0.775 

3.5* 

15 . 338 

68.0* 

22 . 549 

23.57 

1163 

New  York  Ave.  14th  St.  to  15th  St . 

u 

544 

7.560 

30.8*  , 

1.031 

4.2* 

15.915 

65.0* 

24 . 506 

27.43 

1170 

7th  St.  N.  W.  E  to  F  Street . 

1 1 

1042 

6.916 

27.7* 

1.037 

4.2* 

16 . 968 

68.1* 

24 . 921 

25.45 

1179 

1st  &  B  Sts.  S.  W.  Garfield  Mt.-N.  J.  Av.. . . 

a 

3007 

6.397 

26.1* 

1.196 

4.9* 

16 . 882 

69.0* 

24 . 475 

23  44 

1204 

14th  St.  Fla.  Ave.  to  Euclid  St . 

a 

2248 

6.419 

27.1* 

1.038 

4.4* 

16 . 265 

68.5* 

23 . 722 

22.78 

1223 

14th  St.  Euclid  to  Park  Road . 

1921 

4852 

3.727 

18.8* 

0.745 

3.7* 

15 . 362 

77.5* 

19 . 834 

15.50 

1236 

7th  St.  Penna.  Ave.  to  Mass.  Ave . 

a 

5062 

3.722 

18 . 1  * 

1.001 

4.8* 

15 . 909 

77.1* 

20 . 632 

15.64 

1149 

C  St.  N.  W.  1st  to  N.  J.  Ave.  North  trk. . . . 

1919 

325 

12 . 665 

42.2* 

2.714 

9.1* 

14 . 631 

48.7* 

30 . 010 

47 . 188 

1922  construction: 

#5010 

7th  St.  N.  W.  Mass.  Ave.  to  Fla.  Ave . 

1922 

10031 

3.096 

17.8* 

0.930 

5.4* 

13.372 

76.8* 

17 . 398 

14.807 

5032 

7th  St.  through  Mall . 

a 

1246 

3.070 

19.2* 

0.845 

5.3* 

12 . 090 

75.5* 

16 . 005 

14  343 

5055 

7th  St.  Penna.  Ave.  to  O  St.  S.  W . 

1923 

13751 

3.763 

20.8* 

1.011 

5.6* 

13 . 327 

73.6* 

18 . 101 

15 . 071 

5084 

8th  St.  S.  E.  G  St.  to  K  St.  Northbd.  trk — 

1924 

1052 

4.133 

22.9* 

0.530 

3.0* 

13 . 366 

74.1* 

18 . 029 

16 . 020 

5088 

15th  St.  N.  W.  Penna.  Ave.  to  N.  Y.  Ave. . . . 

a 

1192 

5.120 

24.3* 

0.860 

4.1* 

15 . 096 

71.6* 

21 . 076 

19 . 391 

5092 

M  St.  N.  W.  29th  St.  to  Shops . 

1925 

3070 

4.376 

23.4* 

0.665 

3.5* 

13 . 657 

73.1* 

18 . 698 

16 . 604 

5094 

B  St.  S.  E.  Penna.  Ave.  to  Navy  Yard . 

a 

3826 

3.835 

21.6* 

0.847 

4.8* 

13.013 

73.6* 

17 . 695 

14  965 

5106 

B  St.  &  Pa.  Ave.  S.  E.  N.  J.  Av.  to  8th  St. . . 

1926 

7634 

4.227 

24.9* 

0.439 

2.6* 

12 . 341 

72.5* 

17 . 007 

16 . 233 

5121 

Penna.  Ave.  N.  W.  17th  to  26th  Sts . . 

1927 

7899 

3.686 

20.2* 

0.263 

1.4* 

14.260 

78.4* 

18 . 209 

14.330 

Partial  renewals: 
1916  construction : 


#1071 

18th  at  Kalorama  Rd.  Curves . 

1919 

237 

7.723 

42.4* 

1.556 

8.5* 

8.934 

49.1* 

18 . 213 

32 . 855 

1092 

18th  St.  U  St.  to  Columbia  Rd . 

a 

3799 

5.412 

31.1* 

1.063 

6.1* 

10.944 

62.8* 

17 . 419 

21.544 

1103 

TJ  St.  17th  to  18th  Sts.  South  trk . 

a 

629 

5.348 

30.9* 

1.246 

7.2* 

10.712 

61.9* 

17 . 306 

21 . 300 

1202 

17th  St.  N.  W.  F  to  G  Streets . 

1920 

219 

8.090 

37.0* 

1.338 

6.1* 

12.443 

56.9* 

21 . 871 

29  365 

1222 

Calvert  St.  Adams  Mill  Rd.  to  R.  C.  Lp. . . . 

1921 

1931 

4.130 

24.1* 

0.857 

5.0* 

12 . 179 

70.9* 

17 . 166 

16  523 

1248 

TJ  St.  N.  W.  14th  to  18th  Sts . 

1921 

4207 

5.572 

29.4* 

1.402 

7.4* 

11 . 993 

63.2* 

18 . 967 

23 . 596 

1922  construction : 

#5106  U  St.  N.  W.  9th  St.  to  14th  Sts . 

1922 

4321 

4.855 

27.0* 

1.559 

8.7* 

11 . 512 

64.3* 

17 . 926 

22  120 

5089 

F  St.  17th  St.  &  18th  St.  N.  W . 

1924 

506 

7.192 

32.9* 

0.801 

3.7* 

13.863 

63.4* 

21 . 856 

27 . 247 

5130 

Del.  Ave.  N.  E.  C  St.  to  Plaza . 

1927 

1438 

5.262 

34.1* 

0.370 

2.4* 

9.820 

63.5* 

15.452 

20 . 320 

5135 

14th  St.  Monroe  to  Otis  St.  West  trk . 

1928 

1102 

5.770 

37.3* 

1.060 

6.8* 

8.673 

55.9* 

15 . 503 

20.070 

Surface  track — complete  rebuilding: 

#5143  Conn.  Ave.-Klingle  Bridge  to  Newark  St. 

and  Tilden  St.  to  Pierce  Mill  Rd . 

1928 

2722 

3.120 

•  •  •  • 

0.234 

; 

5.273 

•  •  •  • 

8.627 

6.878 

Average 

hourly 

wage. 

19 . 67^ 

26.05 

41.78 

41.97 
45.07 
45.53 
45.95 
45.30 
45.48 

46.98 
40.70 
39.68 
44.75 


34.84 
41.61 
41.61 
43  00 
43  98 
42.83 
42.70 
43  43 
42.90 


39  20 
41  90 
41  85 
45  90 
41.67 
39.40 


36  58 
44  05 
43  15 
49.70 


45.35 


[•Red  in  copy.] 
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Ex.  #39. 


The  Capital  Traction  Company. 


Analysis  of  N on-operating  Income,  Year  1928, 
and  Assets  from  Which  it  is  Obtained .j 


Dwellings,  near  1st  &  B.  S.  W . 

Blacksmith  Shop,  234  1st.  S.  W . 

Old  Stable,  near  1st  &  B.  S.  W . 

Stores,  14th  St.  Sub  #1  Lot . 


U.  S.  Liberty  Loan,  4%  Bonds . 

Federal  Farm  Loan.  4%  Bonds . 

Wash.  Gas  Light  6%  Bonds . 

A.  C.  L.  R.  R„  44%  Bonds . 

Wash.  Auditorium  Bonds . 

Bank  balances,  2%  on  daily  bal . 


Wash.  &  Md.  Securities  (17%  Mo. 

Inc. )  . 

Over-assessment  of  1926  Income  Tax.. 
Release  of  premium  on  funded  debt... 


Per  annum. 

sions. 

$256.50 

300.00 

2,000.00 

1,800.00 

4,356.50 

$3,S68.55 

Par  value. 

Cost. 

$100,000.00 

140,000.00 

50,000.00 

60,000.00 

2,500.00 

$99,406.25 

139.834.2S 

52.49S.75 

59.400.00 

2.500.00 

377,705.67 

4,427.08 

6.300.00 

3.000.00 

2,700.00 

3.S2S.10 

$731,344.95 

$20,255.27 

96,600.00 

99,000.06 

7,599.50 

9.74 

191.00 

$31,924.06 

1928  income 
net  after 
taxes  and 
commis- 
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Ex.  138. 


Depreciation  Reserve. 

i 

Historical. 

Year  1911 — The  present  Depreciation  Reserve  had  its 
beginning  in  1911  when  $150,000  was  set  aside  from  Sur¬ 
plus  Account  for  Depreciation  of  Way  and  Structures. 

Year  1912 — 55,000  transferred  from  Surplus  fqr  Depre¬ 
ciation  of  Way  and  Structures. 

Year  1913 — 2*4%  of  Revenue  from  Transportation  for 
Depreciation  of  Way  and  Structures. 

Year  1914 — 2%%  of  Operating  Revenues  for  Depreci¬ 
ation  of  Way  and  Structures. 

Year  1915 — 21/4%  of  Operating  Revenues  for  iDepreci- 
ation  of  Way  and  Structures,  plus  an  additional  $15,000  of 
which  $7,500  was  for  Way  and  Structures  and  $7,500  for 
Power  Plant  Buildings  and  Equipment. 


588  PUBLIC  UTILITIES  COMMN.,  D.  C.,  ET  AL.  VS. 

Year  1916 — January  to  June  Inclusive.  3%  of  Railway 
Operating  Revenue,  this  amount  being  distributed  as  fol¬ 
lows  : 

23.8%  to  Way  and  Structures. 

65.2%  to  Equipment 

11.0%  to  Power  Plant  Buildings  and  Equipment. 

July  to  December,  Inclusive.  5%  of  Railway  Operating 
Revenue,  plus  an  additional  $31,000,  distributed  as  follows : 

70.0%  to  Way  and  Structures. 

18.5%  to  Equipment. 

11.5%  to  Power  Plant  Buildings  and  Equipment. 

Years  1917  and  1918 — Based  on  estimated  lives  of  de¬ 
preciable  property,  the  rates  being  reduced  to  equivalent 
3%  Sinking  Fund  Rates  and  applied  to  the  cost  of  the 
various  classes  of  property,  as  follows: 

Straight-  3% 

Estimated  line  sinking 

lives.  rate.  fund  rate. 


Way . 

23%  Yrs. 

4.255% 

2.929% 

Transmission  &  Distribution. 

34  Mi 

2.898 

1.648 

Buildings,  General . 

61 

1.639 

.574 

Power  Station  Buildings . 

61 

1.639 

.574 

Power  Station  Equipment .  .  .  . 

2014 

4.878 

3.517 

Rolling  Stock . 

19 

5.263 

3.886 

Miscellaneous  Equipment . .  .  . 

9 

11.111 

9.618 

670  Depreciation  Reserve — Historical  Bases  for  Accruals. 

Year  1919 — The  1917-18  Sinking  Fund  Rates  were  in¬ 
creased  10%  to  take  care  of  the  unusually  heavy  service 
required  from  the  company’s  plant  due  to  the  war  condi¬ 
tions.  The  revised  rates  follow: 

3%  sinking- 
fund  rates. 


Way  .  2.222% 

Transmission  &  Distribution .  1.813 

Buildings,  General . 631 

Power  Station  Buildings . 631 

Povrer  Station  Equipment .  3.869 

Rolling  Stock .  4.275 

Miscellaneous  Equipment .  10.580 


3.060 
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Year  1920 — Revision  was  made  of  the  estimated  lives, 
and  the  following  lives  and  rates  were  used: 


Straight-  j  3% 


Way . 

Estimated 

lives 

20Yrs. 

line 

rate. 

5.00% 

sinking 
fund  rate. 

3.62% 

Transmission  &  Distribution . 

.  30  “ 

3.33 

2.05 

Buildings,  General . 

.  50  “ 

2.00 

.86 

Power  Station  Buildings .... 

.  50  “ 

2.00 

.86 

Power  Station  Equipment . . . 

.  18  “ 

5.55 

4.16 

Rolling  Stock . 

.  18  “ 

0.00 

4.16 

Miscellaneous  Equipment .... 

.  8  “ 

12.50 

10.90 

! 

Year  1921  and  1922 — a  correction  was  made  in  ;3%  Sink¬ 
ing  Fund  Rates  to  comply  with  the  theory  that  the  funds 
were  available  for  interest  at  the  end  of  each  six-months 

i 

period.  The  rates  previously  used  assumed  that  the  ac¬ 
cruals  were  placed  at  interest  at  the  beginning  of!  each  six- 
months  period.  This  gives  the  following  rates: 


Transmission  &  Distribution. 
Buildings,  General . 


Estimated 

Straight- 

line 

3% 

sinking 

lives. 

rate. 

fund  rate. 

20  Yrs. 

5.000% 

3.685% 

30  “ 

3.333 

2.079 

50  “ 

2.000 

.874 

50  “ 

2.000 

.874 

18  “ 

5.555 

4.230 

18  “ 

5.555 

4.230 

8  “ 

12.500 

11.153 

Years  1923, 1924  and  1925 — Same  lives  and  rates  as  1921 
and  1922.  Bus  equipment  was  added  during  1923,  the  life 
of  buses  being  estimated  as  four  years  and  garage  equip¬ 
ment  as  eight  years. 


671  Depreciation  Reserve — Historical  Bases  for  Accruals. 


Year  1926 — Lives  and  rates  were  revised  to  correspond 
with  rates  established  by  C.  L.  Pillsbury  in  his;  report  to 
the  Public  Utilities  Commission,  which  were  used  by  the 
Company  in  1917  and  1918.  These  rates  are  as  follows : 
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Estimated 

Straight- 

line 

3% 

sinking 

lives. 

rate. 

fund  rate. 

Way  .  . 

. .  23.5  Yrs. 

4.2553% 

2.9607% 

Transmission  and  Distribution  34.5  “ 

2.8986 

1.6727 

Buildings,  General . 

Power  Station  Buildings .  .  . 

. . .  61.0  “ 

1.6393 

0.5826 

. . .  61.0  “ 

1.6393 

0.5826 

Power  Station  Equipment. 

. . .  20.5  “ 

4.8780 

3.5662 

Bolling  Stock . 

. . .  19.0  “ 

5.2632 

3.9432 

Miscellaneous  Equipment.  . 

. . .  9.0  “ 

11.1111 

9.7612 

Year  1927  and  1928 — Same  lives  and  rates  as  1926. 

The  following  table  shows  the  division  of  cost  of  the 
property  of  the  Company  into  general  groups  for  Depre¬ 
ciation  purposes,  as  of  December  31,  1928 : 


Way . $5,043,428.61 

Transmission  and  Distribution .  820,513.73 

Buildings,  General .  1,452,333.21 

Power  Station  Buildings .  462,858.17 

Power  Station  Equipment .  1,257,072.65 

Bolling  Stock . .  2,309,254.61 

Miscellaneous  Equipment .  157,946.59 


$11,503,407.57 

Bus  Line  Equipment .  294,751.94 


11,798,159.51 

Non-Depreciable  Property .  8,717,367.38 


$20,515,526.89 

The  following  tables  show  the  accruals,  expenditures  and 
balances  for  each  year,  the  first  table  showing  the  reserve 
taken  as  a  whole  and  the  succeeding  tables  divided  into  the 
four  groups : 


Depreciation  Reserve — Total. 

Transferred  Reserved  thru  Interest  Total  for  Deduct  Balance 

Year  from  surplus.  oper.  expenses.  accruals.  year.  charges  Dec.  31st. 

1911  .  $150,000.00  .  .  $150,000.00  .  $150,000.00 
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672  Murray  101. 

The  Capital  Traction  Company  and  the  Washington  Rail¬ 
way  &  Electric  Company. 

Rate  Schedules  from  1918  to  1927. 

Franchise  provides: 

5  cent  fare. 

6  tickets  for  25  cents. 

Free  transfers  to  Company  lines. 

No  inter-Company  transfer. 

Order  Nos.  289,  290,  &  291.  Effective  October  26,  1918. 
5  cent  cash  fare. 

No  tickets. 

Free  transfers  to  Company  lines. 

No  inter-Company  transfers. 

Order  Nos.  303  &  304.  Effective  February  1, 1919. 

5  cent  cash  fare. 

No  tickets. 

Free  transfers  to  Company  lines. 

Free  inter-Company  transfers. 

Order  No.  324.  Effective  June  1, 1919. 

5  cent  cash  fare. 

No  tickets. 

2  cent  transfers  to  Company  lines. 

2  cent  inter-Company  transfers. 

Order  Nos.  344  &  345.  Effective  November  1,  1919. 

7  cent  cash  fare. 

4  tokens  for  25  cents. 

Free  transfers  to  Company  lines. 

2  cent  inter-Company  transfers. 

Order  No.  373.  Effective  May  1,  1920. 

8  cent  cash  fare. 

4  tokens  for  30  cents. 

Free  transfers  to  Company  lines. 

2  cent  inter-Company  transfers. 

Order  No.  400.  Effective  January  1, 1921. 

8  cent  cash  fare. 
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4  tokens  for  30  cents. 

Free  transfers  to  Company  lines. 

1  cent  inter-Company  transfers. 

Order  No.  417.  Effective  April  1,  1921.  j 
Continuation  of  rates  in  Order  No.  400. 

Order  No.  429.  Effective  September  1,  1921.  j 
8  cent  cash  fare. 

; 

5  tokens  for  35  cents. 

Free  transfers  to  Company  lines. 

1  cent  inter-Company  transfers. 

Order  No.  462.  Effective  March  1,  1922.  j 
8  cent  cash  fare. 

6  tokens  for  40  cents. 

Free  transfers  to  Company  lines. 

1  cent  inter-Company  transfers. 

JDM  :MMK.  ! 

6/18/28. 
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Murray  102. 

Washington  Railway  &  Electric  Company  and  Capital  Traction  Company. 

Statement  Showing  Comparison  of  Pay  Passengers  Carried  in  D.  C.  and  Maryland ,  1915-1927. 

%  of  total  %  of  total  pay  %  more 
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( — )  Per  cent  less. 

♦Strike. 


The  Capital  Traction  Company. 
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Murray  107. 


The  Capital  Traction  Company. 


Operating  Expenses  for  the  Past  Five  Years  Ended  Dec .  31s£,  Also  the  Average  per  Year. 


Wav  and  Structures: 

* 

Supt.  of  Way  &  Structures . 

Ballast  . 

Ties  . 

Bails  . 

Bail  fastenings  and  joints . 

Special  Work  . . 

Underground  Construction  . 

Track  and  Boadway  Labor . 

Miscellaneous  Track  and  Boadway  Expense 

Paving . 

Cleaning  and  Sanding  Track . 

Bemoval  of  Snow  and  Ice . 

Bridge,  trestles  and  culverts . 

Crossing,  fences  and  signs . 

Signal  and  interlocking  apparatus . 

Telephone  and  Telegraph  Lines . 

Miscellaneous  Way  Expense . 

Poles  and  fixtures . 

Underground  Conduits  . 

Distribution  Svstem  . 

Buildings,  Fixtures  and  Grounds . 

Depreciation  of  Way  &  Structures . 

Accrued  Payroll  . . 

Total  Way  and  Structures . 

Equipment : 

Superintendence  of  Equipment . 

Passenger  and  Combination  Cars . 

Freight,  Express  and  Mail  Cars . 

Service  Equipment  .  . 

Electric  Equipment  of  Cars . 

Shop  Equipment  . . . . . 

Shop  Expenses  . . 

Vehicles  and  horses.. . 

Miscellaneous  Equipment  Expenses . 

Depreciation  of  Equipment . 

Accrued  Payroll  . . 

Total  Equipment  . . 


1923. 

1924. 

1925. 

1926. 

1927. 

Total  five  years. 

Average 
per  year. 

11,285.04 

12,239.30 

12,289.10 

11,009.40 

12,367.63 

'  59,190.47 

11,838.09 

. 

461.35 

38.36 

174.36 

674.07 

134.81 

1,009.07 

2,046.79 

817.88 

951.21 

1,277.11 

6,102.06 

1,220.41 

—550.56 

525.46 

799.77 

1,072.50 

1,372.15 

3,219.32 

643.86 

2,404.39 

2,338.93 

2,517.17 

2,101.00 

2,580.64 

11,942.13 

2,388.42 

1,278.15 

12,604.97 

1,466.06 

7,348.9 8 

8,505.52 

31,203.68 

6,240.73 

1,468.12 

2,474.89 

6,012.34 

517.45 

2,598.00 

13,070.80 

2,614.16 

129,903.56 

97,225.77 

85,022.45 

79,719.76 

84,354.57 

476,226.11 

95,245.22 

7,679.38 

6,048.33 

6,565.85 

4,959.47 

5,003.52 

30,256.55 

6,051.31 

33,609.74 

27,609.02 

41,200.23 

42,875.49 

35,283.19 

180,577.67 

36,115.53 

17,802.74 

23,268.43 

20,698.06 

20,715.54 

20,868.70 

103,353.47 

20,670.69 

2,086.17 

4,157.97 

13,039.18 

6,804.70 

2,651.35 

28,739.37 

5,747.87 

18.85 

402.98 

1,579.73 

643.26 

1,862.62 

4,507.44 

901.48 

1,218.56 

1,903.68 

647.82 

1,564.52 

1,043.32 

6,377.90 

1,275.58 

977.61 

1,088.42 

894.50 

1,045.54 

891.31 

4,897.38 

979.47 

859.35 

1,678.66 

1,272.70 

471.24 

638.68 

4,920.63 

984.12 

478.87 

987.43 

705.64 

310.63 

892.43 

3,375.00 

675.00 

15,336.08 

19,569.08 

18,139.03 

14,969.68 

19,559.66 

87,573.53 

17,514.70 

11,162.72 

9,714.79 

11,548.71 

8,816.37 

10,963.42 

52,206.01 

10.441.20 

193,222.21 

201,571.52 

204,135.31 

165,518.65 

167,606.34 

932,054.03 

186,410.80 

— 269.00 

—269.00 

—53.80 

431,250.05 

427,456.42 

429,812.88 

371,453.75 

380,225.52 

2,040,198.62 

408,039.72 

5,535.25 

5,511.90 

5,506.37 

5,325.85 

5,240.12 

27,119.49 

5,423.89 

119,163.06 

119,063.63 

120,306.63 

161,493.08 

162,393.53 

682,419.93 

136,423.98 

691.44 

1,264.98 

2,186.75 

2,637.76 

1,138.85 

7,919.78 

1,583.95 

55,035.07 

61,804.61 

60,021.37 

58,281.78 

56,287.49 

291,430.32 

58,286.06 

841.29 

774.73 

745.70 

1,076.90 

370.06 

3,808.68 

761.73 

11,991.30 

11,661.07 

10,965.97 

10,956.26 

11,117.66 

56,692.26 

11,338.45 

4,732.22 

3,296.79 

4,271.09 

5,010.47 

3,742.70 

21,053.27 

4,210.65 

9,032.06 

15,833.26 

27,790.69 

1,495.57 

1,499.69 

55,651.27 

11,130.25 

118,712.45 

129,947.80 

138,731.76 

148,915.23 

150,202.09 

686,509.33 

137,301.86 

205.00 

205.00 

41.00 

325,734.14 

349,158.77 

370,526.33 

395,192.90 

392,197.19 

1,832,809.33 

366,561.86 

Traffic 

Superintendence  and  Solicitation 

Advertising  . 

Parks,  Resorts  and  Attractions . . 
Miscellaneous  Traffic  Expenses . . 


Total  Traffic 


Power : 

Superintendence  of  Power . 

Power  Plant  Bldgs,  fixtures  and  Grounds . 

Power  Plant  Equipment . 

Substation  Equipment  . 

Transmission  Svstem  . 

* 

Depreciation  Power  Plant  Bldgs.  &  Equipment.  .  . 

Power  Plant  Employees . . 

Fuel  for  Power . 

Water  for  Power . 

Lubricants  for  Power . 

Miscellaneous  Power  Plant  Supplies  &  Expenses 

Substation  Employees . 

Substation  Supplies  and  Expenses . 

Power  Purchased  . 

Accrued  Payroll  . 


Total  Power 


Conducting  Transportation  : 

Supt.  of  Transportation . 

Conductors  and  Motormen . 

Miscellaneous  Car  Service  Employees . 

44  44  44  Expenses . 

Station  Employees  . 

Station  Expenses  . . 

Carhouse  Employees  . 

Carhouse  Expenses  . 

Operation  of  Signal  &  Interlocking  Apparatus 

Other  Transportation  Expenses . 

Accrued  Payroll  . 

Total  Conducting  Transportation . 


General  and  Miscellaneous: 


Salaries  &  Expenses  of  General  Officers . 

44  44  4  4  44  4  4  Office  Clerks 

General  Office  Supplies  and  Expenses . 

Law  Expenses  . 

Relief  Department  Expenses . 

Pensions  and  Gratuities . . . . . 

Miscellaneous  General  Expenses . 


7,032.14 

3,683.67! 

7,018.81 

6,880.53 

4,946.36 

526.96 

281.92 

330.87 

386.44 

271.37 

7,559.10 

3,965.59 

7,349.68 

7,266.97 

5,217.73 

3,300.00 

3,600.00 

3,600.00 

3,600.00 

5,786.25 

2,872.10 

4,417.50 

4,684.16 

632.48 

1,696.55 

17,861.49 

19,696.98 

19,808.16 

16,068.53 

17,777.65 

2,363.61 

2,608.95 

3,068.11 

3,167.74 

4,307.54 

—118.47 

126.90 

1,730.98 

60.61 

1,339.34 

56,983.43 

57,126.78 

57,168.75 

47,500.35 

47,526.33 

36,668.19 

36,684.62 

37,248.20 

37,275.70 

36,591.11 

235,005.62 

186,672.65 

154,441.92 

149,099.53 

153,421.03 

1,320.44 

2,046.68 

2,117.43 

2,090.44 

1,815.95 

1,659.01 

1,982.20 

1,745.95 

2,308.01 

1,518.34 

3,193.75 

3,293.25 

3,165.28 

2,778.97 

2,790.25 

13,255.21 

13,258.67 

13,152.81 

13,057.68 

12,600.00 

708.60 

758.35 

678.72 

736.67 

723.58 

12,786.96 

16,368.90 

17,929.45 

19,147.86 

IS, 240.53 

152  00 

387,859.94 

348,642.43 

320,539.92 

297,524.57 

306,286.48 

133,747.49 

135,878.93 

137,164.36 

138,210.70 

137,776.11 

1,264,871.10 

1,234,248.03 

1,229,237.25 

1,273,767.73 

1,253,108.13 

26,463.49 

26,763.45 

26,302.84 

23,360.54 

18,023.59 

16,491.86 

15,130.03; 

14,810.57 

16,488.42 

16,792.88 

2,052.86 

2,041.44 

2,045.68 

14,315.18 

17,071.47 

257.65 

348.77 

340.16 

275.34 

207.00 

121,307.64 

121,447.25 

115,224.90 

109,130.15 

109,824.99 

7,765.93 

6,761.63 

5,641.04 

11,043.03 

9,974.18 

3,722.29 

3,805.98 

3,780.49 

3,930.42 

3,787.21 

41,194.99 

61,678.39 

88,340.83 

51,065.50 

48,507.80 

537.00 

1,617,875.30 

1,608,103.90 

1,622,888.12 

1,641,587.01 

1,615,610.36 

61,765.45 

62,806.57 

64,835.5 6 

66,230.04 

66,267.74 

64,833.68 

71,715.31 

71,150.06 

73,264.50 

74,385.52 

9,477.15 

9,492.80 

9,574.61 

9,669.26 

9,798.22 

3,945.84 

8,910.51 

3,856.04 

3,700.77 

3,209.04 

1,571.09 

1,667.25 

1,753.84 

1,778.75 

1,765.00 

10,441.02 

15,902.39 

16,846.95 

17,852.78 

18,352.56 

23,066.80 

24,224.95 

25,502.02 

22,505.98 

31,131.55 

29,561.51 

1,797.56 


31,359.07 


19,886.25 
14,302.79 
91,212.81 
15,515.95 
3,139.36 
266,305.64 
184,467.82 
878,640.75 
9,390.94 
9,213.51 
15,221  .$0 
65,324.37 
3,605.92 
84,473.70 
152.00 


682,777.59 

6,255,232.34 

120,913.91 

79,713.76 

37,526.63 

1,428.92 

576,934.93 

41,185.81 

19,026.39 

290,787.51 

537.00 


321,905.36 

355,349.07 

48,012.04 

23,622.20 

8,535.93 

79.395.70 


5,912.30 

359.51 


6,271.81 


3,977.25 

2,860.56 

18.242.56 
3,103.19 

627.87 

53,261.12 

36.595.56 
175,728.15 

LS78.19 

1,842.70 

3,044.30 

13,064.87 

721.18 

16,694.74 

30.40 


1,660,853.34  332,170.67 


136,555.52 

1,251,046.45 

24,182.78 

15,942.75 

7,505.32 

285.78 

115,386.98 

8,237.16 

3,805.27 

58,157.50 

107.40 


8,106,064.69  1,621,212.94 


64,381.07 

71,069.81 

9,602.41 

4,724.44 

1,707.18 

15,879.14 

25,286.26 


Carhouse  Employees  .  121,307.64 

Carhouse  Expenses  .  7,765.93 

Operation  of  Signal  &  Interlocking  Apparatus .  3,722.29 

Other  Transportation  Expenses .  41,194.99 

Accrued  Payroll  . 

Total  Conducting  Transportation .  1,617,875.30 

General  and  Miscellaneous : 

Salaries  &  Expenses  of  General  Officers .  61,765.45 

“  “  “  “  “  Office  Clerks  .  64,833.68 

General  Office  Supplies  and  Expenses .  9,477.15 

Law  Expenses  .  3,945.84 

Belief  Department  Expenses .  1,571.09 

Pensions  and  Gratuities .  10,441.02 

Miscellaneous  General  Expenses .  23,066.80 

Injuries  and  Damages .  124,704.06 

Insurance  .  10,713.70 

Stationery  and  Printing .  26,014.76 

Store  Expenses  .  5,442.84 

Garage  and  Stable  Expenses .  8,325.01 

Rent  of  Tracks  and  Facilities .  7,606.82 

Rent  of  Equipment . 

Other  Operations  . 

Total  General  &  Miscellaneous .  357,908.22 

Grand  Total  .  3,128,186.75 

Accounting  Bureau,  P.  U.  C.,  8/13/28. 

JDM :  JPW. 


121,447.25 

115,224.90 

109,130.15 

109,824.99 

576,934.93 

115,386.98 

6,761.63 

5,641.04 

11,043.03 

9,974.18 

41,185.81 

8,237.16 

3,805.98 

3,780.49 

3,930.42 

3,787.21 

19,026.39 

3,805.27 

61,678.39 

88,340.83 

51,065.50 

48,507.80 

290,787.51 

58,157.50 

537.00 

537.00 

107.40 

1,608,103.90 

1,622,888.12 

1,641,587.01 

1,615,610.36 

8,106,064.69 

1,621,212.94 

62,806.57 

64,835.56 

66,230.04 

66,267.74 

321,905.36 

64,381.07 

71,715.31 

71,150.06 

73,264.50 

74,385.52 

355,349.07 

71,069.81 

9,492.80 

9,574.61 

9,669.26 

9,798.22 

48,012.04 

9,602.41 

8,910.51 

3,856.04 

3,700.77 

3,209.04 

23,622.20 

4,724.44 

1,667.25 

1,753.84 

1,778.75 

1,765.00 

8,535.93 

1,707.18 

15,902.39 

16,846.95 

17,852.78 

18,352.56 

79,395.70 

15,879.14 

24,224.95 

25,502.02 

22,505.98 

31,131.55 

126,431.30 

25,286.26 

85,626.42 

106,881.32 

116,967.03 

123,000.42 

557,179.25 

111,435.85 

10,894.83 

10,392.68 

10,336.12 

10,723.97 

53,061.30 

10,612.26 

25,305.88 

25,620.17 

20,444.54 

18,693.31 

116,078.66 

23,215.73 

4,999.39 

4,530.84 

4,791.16 

4,685.70 

24,449.93 

4,889.98 

8,887.56 

10,508.20 

12,393.34 

11,920.29 

52,034.40 

10,406.88 

4,445.14 

5,554.53 

5,642.18 

5,706.92 

28,955.59 

5,791.11 

1,604.03 

1,295.31 

180.00 

257.45 

3,336.79 

667.36 

666.79 

20,857.13 

20,138.76 

42,172.38 

8,434.47 

336,483.03 

358,968.92 

387,123.28 

400,036.45 

1,840,519.90 

368,103.98 

3,073,810.14 

3,110,085.85 

3,100,148.48 

3,099,573.73 

15,511,804.95 

3,102,360.99 
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THE  CAPITAL  TRACTION  COMPANY  ET  AL. 
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Murray  109. 


The  Capital  Traction  Company. 

Dividend  Rate  &  Amount  Paid  on  Capital  Stock ,  Years 

1895-1927. 


Year.  Rate,  %.  Amount. 

1895 .  4  $119,577 

1S96 .  414  419,874 

1897  .  1.75  209,958 

1898  .  2.25  269,961 

1S99 .  3  359,950 

1900  .  4  479,962 

1901  .  4  480,000 

1902  .  8  960,000 

1903  .  5  600,000 

1904  .  5  600,000 

1905  .  6  720,000 

1906  .  6  720,000 

1907  .  6  720,000 

1908  .  6  720,000 

1909  .  6  720,000 

1910  .  6  720,000 


JDM  :XHH. 


Year. 

Rate,  °fc . 

Amount. 

1911. . . . 

....  6 

$720,000 

1912.... 

. . .  .  6 

720,000 

1913. ... 

....  6 

720,000 

1914. . . . 

....  5% 

660,000 

1915... 

.  . . .  5 

600,000 

1916. . . . 

p*  ■ 

. .  . .  0 

600,000 

1917.... 

....  6-1/4 

750,000 

1918. . . . 

....  6 

720,000 

1919 .... 

....  6 

720,000 

1920.... 

....  6 

720,000 

1921 .... 

....  7 

840,000 

1922. . . . 

....  7 

840,000 

1923. . . . 

. . . .  7 

840,000 

1924. . . . 

. . . .  7 

840,000 

1925. . . . 

. . . .  7 

840,000 

1926. . . . 

....  7 

840,000 

1927.... 

....  7 

840,000 

(Here  follows  Murray  110,  side  folio  681.) 
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681  Mubbay  110. 

The  Capital  Traction  Company. 


Income  Statement  for  the  Past  Five  Years  Ended  December  31  st,  Also  the  Average  per  Year . 


Revenues : 

1923. 

1924. 

1925. 

1926. 

1927. 

Total  five  years. 

Passenger  Revenue . 

Special  Revenue  . 

4,819,320.69 

106.00 

4,593,151.15 

131.53 

4,563,917.76 

155.50 

4,589,950.96 

3,870.25 

4,430,777.33 

10,859.15 

22,997,117.89 

15,122.43 

•  '  1 

Total  Revenue  from  Transportation . 

4,819,426.69 

4,593,282.68 

4,564,073.26 

4,593,821.21 

4,441,636.48 

23,012,240.32 

Other  Revenue: 

i 

Station  and  Car  Privileges . 

Rent  of  Tracks  and  facilities . 

Rent  of  Equipment . 

Rent  of  Bldgs,  and  Other  Property . 

Power  . 

Miscellaneous  . 

15,425.96 

2,001.74 

1,361.07 

720.00 

3,683.65 

15,414.54 

1,621.01 

1,530.57 

960.00 

1,529.20 

17,412.89 

1,471.89 

1,466.73 

1,193.55 

1,437.27 

17,539.14 

1,430.75 

1,486.36 

1,418.28 

1,290.57 

17,917.81 

1,261.67 

1,731.59 

15,624.20 

927.75 

83,710.34 

7,787.06 

7,576.32 

19,916.03 

8,868.44 

Total  Other  Revenue . 

23,192.42 

21,055.32 

22,982.33 

23,165.10 

37,463.02 

127,85849 

Total  Operating  Revenues . 

Total  Operating  Expenses . 

4,842,619.11 

3,128,186.75 

4,614,338.00 

3,073,810.14 

4,587,055.59 

3,110,085.85 

4,616,986.31 

3,100,148.48 

4,479,099.50 

3,099,573.73 

23,140,098.51 

15,511,804.95 

Net  Operating  Revenue . 

Taxes  . 

1,714,432.36 

409,031.38 

1,540,527.86 

392,422.51 

1,476,969.74 

386,243.80 

1,516,837.83 

399,651.70 

1,379,525.77 

370,289.94 

7,628,293.56 

1,957,639.33 

Operating  Income  . 

1,305,400.98 

1,148,105.35 

1,090,725.94 

1,117,186.13 

1,009,235.83 

5,670,654.^3 

Non-Operating  Income : 

* 

| 

i 

1 

Income  from  Miscl.  Physical  Property . 

4  4  4  4  Unfunded  Securities . 

Release  of  Premium  on  Funded  Debt . 

Miscellaneous  Income  . 

7,549.73 

26,984.72 

191.00 

6,682.92 

25,516.71 

191.00 

5,171.69 

27,769.45 

191.00 

3,488.80 

27,405.79 

191.00 

4,456.43 

5,792.97 

191.00 

32,592.50 

27,349.57 

113,469.64 

955.00 

32,592.50 

Total  Non-Operating  Income . 

34,725.45 

32,390.63 

33,132.14 

31,085.59 

43,032.90 

174,366.71 

Gross  Income  . 

1,340,126.43 

1,180,495.98 

1,123,858.08 

1,148,271.72 

1,052,268.73 

5,845,020.94 

Deductions  from  Gross  Income: 

Rent  for  leased  roads . 

Miscellaneous  Rents  . 

12,832.66 

1,317.61 

9,460.56 

1,308.58 

11,721.43 

13,692.70 

8,074.13 

55,781.48 

2,626.19 

Miscellaneous  Taxes  . 

Interest  on  Funded  Debt . 

Interest  on  Unfunded  Debt . 

Miscellaneous  Debits  . 

280,300.00 

22,950.71 

4,372.75 

280,300.00 

29,241.86 

4,401.75 

280,300.00 

39,056.21 

4,314.50 

280,300.00 

47,098.93 

4,317.25 

280,300.00 

52,182.97 

4,257.35 

1,401,500.00 

190,530.d8 

21,663.60 

Total  Deductions . 

• 

321,773.73 

324,712.75 

335,392.14 

345,408.88 

344,814.45 

1,672,101.^5 

Net  Corporate  Income . 

1,018,352.70 

855,783.23 

786,465.94 

802,862.84 

707,454.28 

4,172,918.99 

Accounting  Bureau,  P.  U.  C.,  8/13/28. 

JDM :  JPW. 

! 

i 


Average  per  year. 

4,599,423.58 

3,024.48 


4,602,448.06 


16,742.07 

1,557.41 

1,515.27 

3,983.20 

1,773.69 


25,571.64 


4,628,019.70 

3,102,360.99 


1,525,658.71 

391,527.87 


1,134,130.84 


5,469.91 

22,693.93 

191.00 

6,518.50 


34,873.34 


1,169,004.18 


11,156.29 

525.24 


280,300.00 

38,106.14 

4,332.72 


334,420.39 


834,583.79 
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The  Capital  Traction  Company. 


THE  CAPITAL  TRACTION  COMPANY  ET  AL. 
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Murray  113. 


The  Capital  Traction  Company. 
Balance  Sheet  as  at  July  31, 1928. 


Assets. 


Liabilities. 


Investments : 

Road  &  Equipment . .  $20,581,618.78 

Miscellaneous  &  Physical  Property : 

Blacksmith  Shop  Sq.  1200,  part  of  lot  43 .  1,268.71 

Old  Car  Barn  Property,  Sq.  635. .  63,421.10 

Lunch  Room,  Sq.  504,  part  of  lot  13 .  2,255.81 

3  Store  Buildings,  Sq.  235,  part  of  lots  169,  170  &  171. .  4,629.06 

Total  Miscel.  Physical  Property .  71,574.68 

Other  Investments: 

Bonds .  353,639 . 28 

Current  Assets: 

Cash  . 266,469.06 

Miscellaneous  Accounts  Receivable .  9,512.84 

Material  &  Supplies . .  99,231 . 16 


Total  Current  Assets .  375,213.06 

Deferred  Assets: 

Insurance  Reserve  Fund .  194,150.00 

Less:  Company’s  Own, Issue  5’s .  194,000.00 

-  150.00 

Cash,  Depreciation  Reserve  Fund .  20,118.30 

Invested  “  “  “  !  .  1,226,93-4.22 


Total  Deferred  Assets . .  .  1,247,202 . 52 

Unadjusted  Debits: 

Insurance  Premiums  paid  in  Advance .  32,243 . 07 

Maryland  Real  Estate  Tax  paid  in  Advance .  — 227 . 94 

Other  Unadjusted  Debits — Railways .  1,771.16 

Other  Unadjusted  Debits — Buses .  296.83 

Advance  to  Collector  of  Taxes,  D.  C.,  Repair  Bills _  2,500 . 00 

Tickets  Advanced  to  Receiving  Clerks .  22,750.00 

Tickets  Advanced  to  Outside  Agents .  3,300 . 00 

Total  Unadjusted  Debits . .  62,633.12 


Grand  Total .  $22,691,881.44 

Accounting  Bureau,  P.  U.  C.,  9-6-28. 

WTPiNHH. 


Capital  Stock: 
Common  Stock 


Long  Term  Debt: 

First  Mortgage  5%  Bonds . .  6,000,000.00 

Less :  Securities  Issued  Unpledged .  200,000.00 

Less:  Securities  in  Insurance  Res.  Fund. . .  194,000.00 

-  394,000 . 00 

Total  Long  Term  Debt . 


Current  Liabilities: 

i  Audited  Accounts  and  Wages  Payable .  1,414.95 

Miscellaneous  Accounts  Payable .  2,296.76 

Matured  Interest  Unpaid . .  20,088 . 18 

i  Matured  Dividends  Unpaid .  8,012.91 

Accrued  Interest  Payable .  46,716.67 

Accrued  Pay  Roll . .  6,989 . 00 

;  Georgetown  Bridge  Tickets .  6.17 


Total  Current  Liabilities . 

Deferred  Liabilities: 

Deposits  of  Conductors  and  Motormen 


Unadjusted  Credits: 

Tax  Liability .  218,982.58 

Premium  on  Funded  Debt .  3,633.25 

Insurance  Reserve  . 4 .  194,150.00 

Bus  Tire  Reserve . r. .  3,217 . 82 

Injury  and  Damage  Reserve .  20,026 . 38 

Unadjusted  Ticket  Account .  68,180.50 

Accrued  Depreciation — W ay  &  Structures .  1,107,137 . 76 

— Equipment  .  1,364,590.24 

— Power  .  665,440.12 

— Bus  Equipment .  147,447.71 


Total  Unadjusted  Credits 
Surplus  . 


$12,000,000.00 

5,606,000.00 


85,524.64 

4,084.77 


3,792,806.36 

1,203,465.67 

$22,691,881.44 


607 


jr  © 
OO  to 


THE  CAPITAL  TRACTION’  COMPANY  ET  AL.j 

$2  2  ©£M  35  •  o  i*  o  x  |  a  i|  cc  s  h  |  c 

o  o  o  oo  o  o  •  o  :i  o  yj  i-  h  x  cc  « 


oo  -t< 
eo 


•  o  io  o  cc 

•  o  ci  ©  oo 

•  •  ■  •  • 

•  c;  ©  ©  © 

•  Lr  Lr  eo 

•  C  Cl  00  00 

:  cf  go*  -f 


00  ©  r-t 
1-1  00'  00 
•  •  • 

ot'h- 

“  o  c 

OOIOC. 

t—  -r'  go 
Ci  ©  to 

1-t  Cl 


rf  eo 

CO  l- 


ec  to 
CO  C- 

d  ci 


8 

00 

CO 

lH 

t- 

o 

T-i 

rH 

©  Cl 
1C  GO 
©  © 
00  cf 


•  to 

•  oo 

•  o 

•  CO 

•  d 

•  to 

•  n 

•  00 

•  to 

•  o 

;  rl 

•  1— t 

.  HI 

• 

• 

• 

Cl  t-  rH 
lO  CO  t- 

00  d  d 

o  i  r-  -r 
C  00  05 

of  r^oo" 
I  cs  to 

Cl 


to  to 
to  o 
to 
00“ 
to 

Cl 


oo 

r- 

00 

o 

d 

tH 

iH 

o 

8 

cf 

-r  co 
co  T> 
o  oo 

CC  iH 

t— 


Cl  co  j— * 

00  t- 


©  a  as 

«  ts 


g-g  O 

«  2  i  2  « 

cg  H-> 

©  © 

«« 


Cj  r2  ^ 

©  s  *5  « 
:rs> 

<Z  2  U  ^ 

t: 

3  ©  £ 

20  so  fcJC  o' 

CO  S 

'S  S5^ 

S  s  PQ 

8  B  © 

.  -  0*j 

Sgj  «g 

l  =  =  3 


.  Vi 

.  9 

X  £ 

©  * 

O  ^ 

■«_<  © 

C5  ^ 

©  « 

5  ^  •  • 

*3  ^ 

►r  -  i-i 
>-SC5 


«->  t-i 

a  3  .. 

d  1:5  >» 

S  42  | 

©  —  _L 

■w  ©  — 

s  2  S 

©  ©  hi 

5w  c 

S  ©  ° 

<o£ 
-©  5-1 
K>  O 

g  <  a 
8«  2 
o 


© 

cc  _ 

£  Sn 

S  d  to  c:  to 
©  cc  t-  co  o 


*  •  r~  H-i  •  l— I 

•  •  © 

•  •  H  ©  *-i  r 

.  .  JS  ©  i—i 

•  •  ~  £  +-1  ^ 

•  •  ©  ©  © 

•  -S  3  ^  S 

.  •  s  b 

•  *  an  H  02 

.  *  £  *-i  © 

•  *  O©  ©  © 

d  :»  sl| 

^  •  es  cc  £ 

.  5  ©  -3 

~  o  Tk  S. 

©  <-C  »  ©  5r  C* 

g-p^sil 

>» 


©  ^ 
S  K 
n  n 

5  sc 

r"  . 

© 

>»  © 

-M  HH 

U  Hi 

© 

©  © 

Gh  *5. 


§ 's  « 

'C  ^  tD 
*-«  cs  Sr 
*- 

•*-  i 

© 

5sSP= 


Accounting  Bureau,  P.  U.  C.,  8/23/28. 
JDM  :JPW. 


608 


CO 

«■* 

o 


UTILITIES  COMMIT.,  D. 

C.,  ET  AL 

.  VS. 

t— 

05 

CO 

CO 

i—l 

lO 

CO 

• 

t- 

CO 

«5  g 

CM 

oo 

co 

lO 

o 

CO 

ICO  l£0 

oo' 

ifa 

in 

o 

lO 

lO 

o 

o 

o 

VK 

i-H 

CO 

<fr 

CM 

-6/3- 

CD 

£4 

o 

r— 

CM 

C5 


co 

Co 

C3 

fa 

•v 

Co 


>3 

CD 

V 

eg 

$p 

C3 

fa 

a 

o 

© 

• 

O 

Co 

o 

tH 

i— i 

o 

^4 

o 

V 

Sh 

-4-^ 

© 

fa 

< 

eg 

PS 

f** 

»-H 

j-i 

H 

e 

P 

§ 

’’eg 

-4-> 

4> 

V 

r-W 

t'- 

CM 

V  - 

05 

© 

iH 

eg 

O 

fa 

• 

U 

eg 

© 

33 

o 

•  • 

© 

>H 

Eh 

© 

© 

u 

35 

<3 

<3 

S> 

CO 


S  m 


* 

CO 

o* 

fa 

^3 

CD 

■s>c» 

•<s> 

•4«4 

Co 

fa 


© 

O 

00 
«4— J 

o 


S3 

CO 

© 

p 


CM  CO 
05  05 

th  05 

iO  o 

O  CM 

#s 

m  05 

t-  <M 

CM  O- 
»■» 

CO  CQ 
■if? 


eg 

fa 


£fi 

*  nH 

eg 

Sh 


© 

fa 


CO 

■4-3 

S3 

© 

© 


CO 

-4-3 

S3 

© 

© 


vffO 
00  CO 


o 

<4-4 

© 


CT  c3 


ICO 

00 

;© 


eg 

> 

< 

o 

a 

o 

© 


eg 

S3 

-4-3 

© 

fa 


CO 

r-t 

© 

&0 
S3  ^ 

©  ^ 

CO 

CO 

eg 

PU 

05  05 

1—1  1—1 

•s  vs 

00  00 
CO  CO 
05  C5 

•s  vs 

o  o 


05  00 

t— !  CQ 

05  co 

CO  i— 1 

tH  00 

00*  rH 

^  CO 

O  ^ 

00^00^ 

o 

lO  i— 1 

TjT  o' 

CM 

CM  t>» 

m 

m 

-&r 

& 

© 

S3 

S3 

© 

S> 

© 

fa 


•g  ® 1 ©  .5 


O 

2  X 

*  <3 

£  Eh 

§  o 

L_J  CO 

©  'S 

CO  o 

O  S3 

U  Cg 

°£ 

*R. 

T* 

CO 

CO 

© 

1-5 


X 

eg 

© 

a 

o 

o 


CCS 

u 

© 

© 

fa 

Sp3 


CO 


© 

© 

© 

P 


© 

S3 

P 

© 

5> 

© 

fa 


© 

© 

Cg 

© 

U 

© 

S3 


© 

£ 


S3 

U 

S3 

-M 

© 

u 

o 

cw 

© 

eg 

eg 

> 

<1 

© 

a 

o 

© 

S3 


r- 

CM 

05 


CO 

Sh 
© 

-O 

a 

© 

© 

© 

p 

©  S3 

-2  S 

eg  -4-J 

■4—3  CM 

U  O 
© 

Ph  © 

O  ■+* 
s-i  eg 

CD  PS 


THE  CAPITAL.  TRACTION  COMPANY  ET  AL. 


609 


S  6s- 

CS  . 
03  ID 


02  IfL 
O 

o 

ei 


co  03 
D  OS 
O  tH 


cL  C3 

“  QJ 


“  O 

rl  Ph 


02  ^ 

Q  O 

iH  ,£5 

•  ^ 

^  c3 

O  > 

±2 


O  ID 
00  CO 

CO 

CD  CD 
CO  O 

03  O 
CO  ID 
00  fc- 
CO 


O  '* 

O 

o  ^ 

1-1  t>. 


00  00 

00  os 

CD  00 

rs  #s 

CO  o 
03  O 

00  o 

•>  #s 

00  o 

ID 


CD  CO 
OS  OS 

os 

rH  CD 
OS  03 

#s  ^ 

O  CS 
CO  03 
t— 

«s  ^ 

i-H  03 
<£r 


CO  P5 
■+->  o 

o  o 

o 

O 

cr- 

00  CD 


t>*  OS 
CO  ^ 

rtl  l— I 

•n  #\ 

CD  00 
00  CO 
00  OS 

#"s  ^ 

t-  o 

1—1  ^ 


CD  ID 

rH  ^ 

03  ^ 

00  ID 
-  • 

i-H  03 

CO  ^ 

i—l  Os 

iH  rH 

co  cq_ 

tJH  03^ 

oT  oo" 

CO  1"H 

t—  i—i 

ID  CO 

Tfl 

<£r 

2  * 

^  <3 

02 

02  cj 

O  c» 
Jh  *pj 

0'S 


Cu 

>  . 

<  g 

o  s 
S  "ai 

§P3 


39— 5316a 


610 


PUBLIC  UTILITIES  COMMIT.,  D.  C.,  ET  AL.  V8L 


cc 

P 

O 

O 

Eh 


CO 

co 

co 

o 

o 

o 

0S 


T3 

O 

3 


O 

O 

1 


>* 

< 

« 

P 


o 

00 

A 

co 

P 

O 

* 

o 

<M 


p 


p  « 


<D 

O 

o 

co 

u 

o 

co 

p 

© 

o 

H 

h 

o 


co 

P 

o 

p 

© 

O 


«H 

o 


CO 

© 

« 


t>- 

<M 

05 


P 

© 

kH 


p?  p 


© 

pH 


O 

«4-t 

© 

3 

3 

08 

> 

© 

s 

O 

© 


O  00 

t—  T— I 
•  • 

rH  lO 
C5  t>- 
T*  TtH 

co  ©5 
t>-  CQ 
rH  O 

fs 

rH  CO 

-ee- 


00 

CO  CO 

05 

00 

• 

05  05 

OO 

CO 

H  05 

H 

CO 

rH  O 

(M 

05 

clci 

rH 

UO 

o'  05" 

O 

o 

00  CM 

co 

V\ 

H 

rH 

H 

r-T  ol 

H 

CO 


CO 


P  © 

rH  t>- 


C0 

*< 

© 

50 

Ss 

co 

co 

P 

A 

0-  05 
rH  CO 
05  CO 


•  • 

H  05 

CO  LQ 

•  • 

0 

C-  O 

03 

O 

rH  t>- 

p 

ft 

rH  H 

© 

03 

O 

O 

H 

U 

Ph 

A* 

C5 

05 

• 

rH 

Hi 

00 

lO 

HI 

to 

•€£- 


CO 

-H 

p  - 

03  ~ 

O  \W 
00  co 

@® 

CO 

H 

© 

50 
p  ^ 

03  3 

CO 

CO 

P 

A 

t—  05 
CO  H 
H  rH 

»N  #S 

CO  00 
00  00 
OO  05 

«s  «s 

O 
rH  H 


m 
a 
•  • 
s 

o 


00 

CM 

i 

o 

co 

I 

00 


© 

<1 


Result  same  as  an  8  cent  straight  fare. 
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Deductions  for  Year: 

Dividend  @7% .  840,000.00 

Delayed  Income  Debits .  3,000.00 
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1928  Credit  Balance  Beginning  of  Year .  1,227,303.75 
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687  Murray  116.  | 

i 

i 

The  Capital  Traction  Company,  j 

| 

Balance  in  Surplus  Account  at  End  of  Year ,  1914-1927. 


i 

Balance,  December  31, 1914  .  $151,490 

44  44  44  1915  195,014 

44  44  44  1916  284,207 

44  44  44  1917  329,547 

44  44  44  1918  497,493 

44  44  44  1919  497,355 

44  44  44  1920  693,544 

44  44  44  1921  .  i  1,089,586 

44  44  44  1922  .  |  1,354,567 

44  44  44  1923  .  ;  1,524,240 

44  44  44  1924  .  !  1,528,484 

44  44  44  1925  .  !  1,478,246 

44  44  44  1926  .  I  1,410,642 

44  44  44  1927  .  i  1,227,304 


Accounting  Bureau,  P.  U.  C.,  9-6-28.  I 

J.D.M.  :N.H.H. 

(Here  follows  Murray  No.  117,  marked  page!  688.) 

689  Summary  of  Evidence  Produced  in  the  \  Supreme 
Court  of  the  District  of  Columbia. 

John  A.  Zelinski  was  called  by  the  defendants  as  a 
witness  in  this  case.  Counsel  for  the  plaintiff,  The 
Capital  Traction  Company,  requested  the  purpose  for 
which  this  witness  was  called  and  stated  that  oti  general 
principle  he  would  object  to  the  introduction  of  any  testi¬ 
mony  at  that  time.  People’s  Counsel  stated  thht  he  ex¬ 
pected  to  prove  through  Mr.  Zelinski,  an  expert  engineer, 
specializing  in  railroads  and  street  railways  and  questions 
of  valuations  and  rates,  that  he,  Zelinski,  at  the  former’s 
instance,  had  made  a  physical  examination  of  the  prop¬ 
erties  of  the  two  companies,  that  is,  the  Washington  Rail¬ 
way  and  Electric  Company  and  the  Capital  Traction  Com¬ 
pany,  with  a  view  to  ascertaining  if  there  was  any  depreci¬ 
ation,  obsolescence  or  deferred  maintenance  therein,  and 
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that  as  a  result  of  said  examination  the  witness  did  find 
that  there  was  depreciation,  obsolescence  and  deferred 
maintenance  in  the  respective  properties  and  in  a  substan¬ 
tial  sum.  Counsel  for  The  Capital  Traction  Company  ob¬ 
jected  to  the  introduction  of  any  testimony  for  the  reason 
that  the  Commission  as  well  as  the  People’s  Counsel  at 
the  hearing  before  the  Commission  had  had  an  opportunity 
to  introduce  testimony  with  respect  to  depreciation  or 
anything  else;  that  the  Court  at  that  time  should  not  exer¬ 
cise  its  discretion  to  allow  delays  to  occur;  that  if  this 
testimony  were  put  in  the  companies  would  have  to  have 
an  opportunity  to  meet  it  and  the  matter  of  meeting  it 
would  be  a  very  serious  thing  as  they  would  have  to  have 
an  opportunity  to  have  the  property  examined  and  that 
such  a  course  would  take  a  great  deal  of  time.  The  Court 
stated  his  off-hand  view  to  be  that  his  Court  was  acting 
in  the  nature  of  an  Appellate  Court  on  the  record  as  it  was 
tried  before  the  Public  Utilities  Commission.  Counsel  for 
The  Capital  Traction  Company  directed  the  Court’s  atten¬ 
tion  to  Section  67  of  the  Public  Utility  Act  which  pro- 
690  vides  that  if  upon  trial  evidence  shall  be  introduced 
by  the  plaintiff  which  is  found  to  be  different  from 
that  offered  upon  the  hearing  before  the  Commission  or 
its  authorized  agent,  or  additional  thereto,  the  Court,  be¬ 
fore  proceeding  to  render  judgment,  in  the  absence  of 
stipulation  in  writing  to  the  contrary,  shall  transmit  a  copy 
of  such  evidence  to  the  Commission  and  waive  further  pro¬ 
ceedings  for  fifteen  days  from  the  date  of  transmission; 
that  upon  receipt  of  such  evidence  the  Commission  shall 
consider  the  same  and  may  alter,  modify,  amend,  or  re¬ 
scind  its  order  relating  to  such  valuation  rate,  etc.,  and 
shall  report  its  action  thereon  to  said  Court  within  ten 
days  from  the  receipt  thereof.  Counsel  for  The  Capital 
Traction  Company  stated  that  it  was  evident  that  Congress 
did  not  contemplate- that  the  Commission  was  to  have  the 
right  to  introduce  evidence  in  support  of  its  finding  but 
that  if  the  plaintiff  undertook  to  introduce  anything  dif¬ 
ferent  from  that  at  the  hearing  before  the  Commission  the 
latter  body  should  have  the  opportunity  to  modify  its  order 
in  view  of  such  additional  evidence.  There  is  nothing  to 
suggest,  of  course,  that  the  Commission  would  have  any 
right,  and  why  should  they?  Why  should  the  Commission 
or  People’s  Counsel,  who  had  every  opportunity  below  to 
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put  in  any  evidence  they  pleased  as  against  that  introduced 
by  the  company,  put  anything  in  new?  They  have  made 
their  order;  they  have  said,  in  effect,  there  was  no  evi¬ 
dence  down  there  which  would  justify  them  in  grafting  this 
relief.  Now,  are  they  going  to  be  in  a  position  here  to 
say  that  they  were  not  right?  Would  they  stultify  them¬ 
selves  by  putting  in  evidence  on  the  assumption  that  their 
order  was  wrong?  Besides  that,  if  your  Honor  please,  as 
far  as  the  Capital  Traction  Company  is  concerned  I  have 
called  your  Honor’s  attention  to  the  rule  of  law.  :  People’s 
Counsel  directed  the  Court’s  attention  to  Paragraph  91a 
of  the  Public  Utility  Law  of  the  District  of  Colurdbia  which 
created  the  office  of  the  People’s  Counsel  and  prescribed 
the  duties  thereof.  People’s  Counsel  stated  to  the 
691  Court  that  the  Commission  with  the  evidence  before 
it  had  deemed  it  unnecessary  to  go  forward  and  put 
in  evidence  to  refute,  inasmuch  as  that  presented  by  the 
companies  was  insufficient  to  constitute  their  case;  that 
the  Commission  had  moved  the  Court  to  dismiss,  which 
motion  was  over-ruled,  the  Court  having  felt  that  |  there  was 
sufficient  on  the  face  of  the  bill  to  constitute  a  cause  of 
action;  that  the  Commission  and  the  People’s  Counsel  de¬ 
sired  to  present  evidence  to  refute  the  claim  of  the  com¬ 
panies,  and  that  it  was  his  belief  that  under  the  statute, 
especially  Paragraph  67,  such  a  course  was  contemplated; 
that  it  would  certainly  be  inequitable  to  permit:  the  Utili¬ 
ties  to  come  before  the  Court  and  introduce  evidence  and 
not  to  permit  the  Commission  to  do  so ;  that  thq  only  rea¬ 
son  that  the  Act  makes  specific  reference  to  thq  plaintiff 
(utilities)  is  the  fact  that  the  Commission  was  to  be  given 
an  opportunity  to  correct  any  finding  made  by  it  in  the 
event  additional  evidence  was  presented  to  the  Court 
changing  the  situation.  The  Court  stated  that  he  did  not 
think  the  People’s  Counsel  had  a  right,  under  the  proceed¬ 
ing,  to  offer  anv  evidence  and  excluded  it.  At  this  junc¬ 
ture,  People’s  Counsel,  for  the  purpose  of  record,  asked 
the  opportunity  to  make  a  proffer  of  the  testimony  'which 
he  expected  to  prove  through  the  witness,  Zelinski,  where¬ 
upon  said  witness  was  sworn  and  questions  propounded 
to  him  to  which  an  objection  was  interposed  and  sustained 
by  the  Court.  The  resume  of  the  evidence  the  witness  was 
expected  to  testify  in  written  form  was  presented  to  the 
reporter  and  read  into  the  record  and  an  exception  taken 
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to  tlie  ruling  of  the  Court.  Argument  on  behalf  of  the 

people  was  resumed  by  the  People’s  Counsel;  thereupon, 

the  Court  stated  that  the  witness  Zelinski  was  to  be  kept 

in  reach  as  he  was  not  entirely  satisfied  as  to  the  exclusion 

* 

of  the  testimony  proffered.  The  Court  thereupon  inquired 
how  long  it  would  take  to  put  the  testimony  of  the  witness 
in  and  was  informed  that  it  would  require  about  an 
692  hour.  Thereupon,  Court  stated  that  while  the  wit¬ 
ness  was  before  the  Court  he  would  take  the  testi¬ 
mony  subject  to  exception  and  decide  later  whether  he 
would  consider  it  or  not.  To  this  action  of  the  Court  Coun¬ 
sel  of  the  Capital  Traction  Company  reserved  all  rights 
and  objection.  To  this  the  Court  stated  he  understood  the 
objection  to  be  to  the  entire  testimony  and  was  admitting 
it  subject  to  its  being  stricken  out  later.  Counsel  for  The 
Capital  Traction  Company  stated  that  the  Court  had  sug¬ 
gested  that  there  was  a  question  in  his  mind  as  to  whether 
the  Court  should  send  fliis  case  back  or  decide  it  and  called 
attention  to  the  fact  that  the  Supreme  Court  of  the  United 
States  in  the  Potomac  Electric  Power  Case  held  that  the 
statute  authorized  the  Supreme  Court  of  the  District  of 
Columbia  to  make  findings  that  the  Commission  should 
have  made,  not  send  it  back,  and  also  that  had  been  the 
practice  that  had  been  adopted  when  The  Capital  Traction 
Company’s  original  valuation  case  was  before  this  Court; 
that  this  Court  (Supreme  Court  of  the  District  of  Co¬ 
lumbia)  found  the  valuation  and  it  went  to  the  Court  of 
Appeals  and  they  found  the  valuation.  Counsel  for  the 
Washington  Railway  and  Electric  Company  likewise  re¬ 
quested  to  be  recorded  as  objecting  to  the  taking  of  the 
testimony  proffered.  The  Court  thereupon  stated  that  the 
objection  as  made  ran  to  all  parties.  Counsel  for  the  Wash¬ 
ington  Railway  and  Electric  Company  objected  to  the  in¬ 
troduction  of  said  testimony  because  it  was  contrary  to 
the  provision  of  the  statute,  that  no  adequate  reason  had 
been  assigned  why  this  evidence  should  not  have  been  pro¬ 
duced  before  the  Commission;  that  it  compels  the  plain¬ 
tiffs  to  either  accept  the  testimony  without  rebuttal  or  take 
the  risk;  that  under  the  provisions  of  the  statute  if  the 
companies  introduce  rebuttal  testimony  the  case  would  be 
referred  back  to  the  Commission  again,  which  was  contrary 
to  the  spirit  of  the  statute  and  would  result  in  delay  and 
in  making  the  proceeding  almost  indeterminable. 
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Thereupon  the  witness  Zelinski  testified  that  he  had 
graduated  from  Ohio  State  University  as  a  civil  en- 

693  gineer  in  1914;  that  since  then  he  had  been  exten¬ 
sively  engaged  in  that  profession,  and  had  been  for 

about  two  years  and  one-half  prior  to  receiving  his  degree ; 
that  for  about  three  years  he  had  served  as  Assistant  En¬ 
gineer  to  J.  C.  Ward,  County  Engineer  of  Lalde  County, 
Ohio,  and  also  Engineer  for  the  Cleveland,  Painesville  and 
Ashtabula,  and  Fairport,  Painesville,  and  Eastern  Elec¬ 
tric  Railways ;  and  lie  had  for  about  four  months  been  Chief 
Draftsman  for  the  Cleveland,  Akron,  Barberton  and 
Coshocton  Railway;  that  he  was  projector  of  the  railway 
from  Cleveland  down  through  Barberton,  Ohio,!  and  ulti¬ 
mately  going  to  Coshocton;  that  for  a  year  and  one-half 
he  was  engaged  in  private  practice  with  one  J.  M.  Crabbs 
under  the  name  of  Crabbs  and  Zelinski,  engineers  and  sur- 
vevors,  at  which  time  he  was  also  city  engineer  of  the  Citv 
of  Painesville,  Ohio;  that  about  one  year  of  lps  general 
engineering  experience  was  spent  as  construct i ofi  engineer 
for  the  Diamond  Alkaji  Company  at  Fairport,  Ohio,  and 
also  in  charge  of  work  on  the  Fairport,  Painesville,  and 
Eastern  Railway;  that  his  valuation  experience  covered 
about  eight  years  in  the  Bureau  of  Valuation  of  jthe  Inter¬ 
state  Commerce  Commission,  the  latter  three  !  years  of 
wdiich  he  was  Assistant  Supervisor  of  Land  Appraisements 
for  that  Commission;  that  for  approximately  two  years  he 
was  Assistant  Director  of  Research  for  the  National  Asso¬ 
ciation  of  Owners  of  Railroad  and  Public  Utility  Securi¬ 
ties,  in  which  connection  he  represented  the  securities  own¬ 
ers  association  before  the  Interstate  Commerce  Commis¬ 
sion  in  proceedings,  the  most  important  one  of  which  was 
that  on  the  depreciation  accounting  for  steam!  railroads 
and  telephone  companies;  that  since  October,  1929,  he  has 
been  engaged  in  private  practice  as  a  consultant  on  rail¬ 
road  utility  regulation,  and  that  he  was  at  the  time  of 
testifying  specializing  in  that  field. 

That  at  the  instance  of  the  defendants  he  made  an  ob¬ 
servation  of  the  properties  of  the  Washingtoii  Railway 
and  Electric  Company  and  The  Capital!  Traction 

694  Company  with  a  view  to  ascertaining  what!  if  any  de¬ 
preciation,  obsolescence  or  deferred  maintenance 

existed  in  their  properties;  that  he  confined  his  investiga¬ 
tion  to  a  determination  as  to  whether  any  depreciation 
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existed  in  the  roadway  and  track  of  the  said  companies  in 
view  of  the  limited  time  that  was  allotted  him;  that  in 
order  to  facilitate  his  investigation  he  availed  himself  of 
records  of  the  Public  Utilities  Commission  and  the  famili¬ 
arity  of  certain  Commission  employees  with  the  property 
of  the  two  companies;  that  the  testimony  given  by  him 
with  reference  to  any  depreciation,  obsolescence  or  deferred 
maintenance  was  the  result  of  his  own  actual  observations 
of  the  properties  in  question  and  not  the  result  of  any 
statements  made  to  him  bv  anvone.  He  was  asked  “All 
that  you  are  going  to  testify  to,  sir,  with  reference  to  any 
depreciation  or  obsolescence  or  deferred  maintenance  is  the 
result  of  your  own  actual  observations  of  these  properties 
and  not  by  virtue  of  statements  made  to  you  by  any  one 
and  answered  “That  is  correct.  The  assistance  of  the 
Public  Utilities  Commission,  of  course,  expedited  the  ob¬ 
servation,  and  the  records  which  were  made  available  to 
me  also  expedited  my  calculations  which  I  had  to  make  on 
that  score.”  He  further  testified  that  he  deemed  deprecia¬ 
tion  to  be  impairment  of  the  investment  in  road  equipment 
with  the  resultant  loss  of  value  due  to  failure  to  make  re¬ 
pairs,  renewals,  and  replacements  when  due,  and  for  that 
reason  in  making  his  inspection  he  looked  at  the  particular 
property  which  in  his  opinion  was*  in  need  of  either  re¬ 
pairs  or  renewals  at  the  time  of  inspection;  that  to  deter¬ 
mine  the  extent  of  depreciation,  where  it  existed,  it  was 
necessary  for  him  to  classify  the  track  into  four  principal 
classifications;  track  in  excellent  condition,  track  in  good 
operating  condition,  track  in  which  deferred  maintenance 
was  observed,  and  track  which  should  be  renewed;  that 
on  the  basis  of  these  classifications  he  made  up  a  tabu¬ 
lation  of  the  mileage  of  each  of  said  companies  and  from  that 
he  made  an  observation  as  to  the  amount  of  money  necessary 
to  be  expended  by  said  companies  to  restore  said 
695  tracks  which  were  not  in  good  operating  condition 
and  also  the  tracks  which  should  be  renewed;  that 
the  cost  given  by  him  for  such  restoration  was  to  put  said 
tracks,  that  is,  those  not  in  good  operating  condition  or 
those  which  should  be  renewed,  in  full  service  condition; 
that  by  full  service  condition  he  meant  the  point  at  which 
the  tracks  would  be  able  to  give  full  service  under  efficient 
operating  conditions;  that  on  this  basis  he  did  not  figure 
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there  was  depreciation  in  the  tracks  of  said  Icompanies 
merely  because  they  were  not  new;  that  in  hi£  computa¬ 
tions  he  took  into  consideration  the  age  of  the  different 
portions  of  different  road  track  structure,  but  that  he  did 
not  consider  the  age  of  the  structure  itself  as  controlling 
in  his  determination  of  the  depreciation  therein;  that  age 
is  a  contributing  factor;  that  in  his  study  no  deduction 
should  be  made  for  depreciation  where  property  is  kept 
up  in  one  hundred  per  cent  operating  condition;  that  the 
computations  to  which  he  referred  throughout!  his  testi¬ 
mony  were  those  made  by  himself  only. 

That  as  to  the  trackage  of  The  Capital  Traction  Com¬ 
pany  he  classified  it  as  follows :  underground  construction — 
excellent  condition,  5.45  miles ;  good  condition — 25.83 
miles;  under-maintenance  observed  in  8.00  mileb;  renewal 
necessary,  6.47  miles.  Overhead  construction^— excellent 
condition  4.23  miles;  good  condition,  0.87  mile.?,  under¬ 
maintenance  observed  in  4.19  miles  and  renewal  necessary 
0.10  miles.  That  as  to  the  Washington  Railway  and  Elec- 
trie  Company  he  classified  their  track  structure  as  follows : 
underground  construction  —  excellent  condition,  13.14 
miles;  good  condition,  23.92  miles;  under-maintenance  ob¬ 
served  in  6.39  miles ;  renewal  necessary,  17.37  miles.  That 
as  to  overhead  construction,  excellent  condition,  17.91 
miles;  good  condition,  16.40  miles;  under-maintenance  ob¬ 
served  in  15.05  miles  and  renewal  necessarv  3.98  miles. 

That  in  his  judgment  the  mileage  observed  to  be  in  ex¬ 
cellent  condition  as  well  as  that  in  good  condition 
696  was  capable  of  giving  full  service  under  efficient  op¬ 
erating  conditions ;  that  on  the  other  hand  as  to  the 
mileage  in  which  he  observed  under-maintenance  or  that 
in  which  he  deemed  renewal  necessary  the  expenditure  of 
money  for  restoration  to  full  service  condition  was  as  fol¬ 
lows:  an  average  of  $18,000  per  mile  to  restore  under¬ 
maintained  underground  structure  to  full  service  condition 
and  $6,000  per  mile  to  restore  the  under-maintained  over¬ 
head  track  structure  to  full  service  condition;  t.hht  the  cost 
of  renewing  track  structure  where  such  is  necessary  would 
be  at  the  rate  of  $120,000  per  mile  for  the  underground 
structure  and  $40,000  per  mile  for  the  overhead]  structure, 
after  making  a  due  allowance  for  the  salvage  of  such  parts 
of  existing  track  which  might  be  used. 


i 
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That  he  concluded  after  reviewing  the  accounts  filed  with 
the  Public  Utilities  Commission  that  about  one-half  of  the 
cost  of  renewal  work  could  be  taken  care  of  through  the 
depreciation  reserves  of  the  two  companies;  that  after 
making  that  allowance  it  was  his  estimate  that  the  expense 
to  be  incurred  on  account  of  deferred  maintenance  and  re¬ 
newals  not  provided  for,  as  through  the  reserves,  of  the 
two  companies  was  as  to  The  Capital  Traction  Company 
$557,340  and  as  to  the  Washington  Railway  and  Electric 
Company  $1,327,502;  that  in  addition  to  the  beforemen- 
tioned  estimates  an  inspection  of  special  track  work — cross¬ 
ings,  and  cross-overs;  and  branch-offs,  turn-outs  and  work 
on  such  locations  as  there  are  at  Union  Station  Plaza,  he 
estimated  from  his  inspection  thereof  that  it  would  cost 
The  Capital  Traction  Company  $110,000  and  the  Wash¬ 
ington  Railway  and  Electric  Company  $206,000  to  restore 
said  special  track  construction  to  full  service  condition. 

That  under  his  definition  of  what  ought  to  be  included 
in  depreciation  he  would  also  include  obsolescence  in  the 
property  and  abandoned  property  still  in  existence  but 
which  is  not  being  used,  or  property  susceptible  only 
697  of  limited  use;  that  his  investigation  disclosed  that 
properties  of  this  nature  existed  in  both  The  Capi¬ 
tal  Traction  Company  and  the  Washington  Railway  and 
Electric  Company,  that  because  of  this  fact  it  was  his  opin¬ 
ion  that  the  following  amounts  should  be  deducted  from 
the  rate  bases  of  the  companies  as  follows :  as  to  The  Capi¬ 
tal  Traction  Company,  $75,000  on  account  of  obsolescence 
in  its  so-called  Grace  Street  Power  Plant,  building  and 
equipment,  and  $97*000  due  to  abandonment  of  Chevy 
Chase  Lake  Power  Plant  and  substation,  building  and 
equipment;  that  as  to  the  Washington  Railway  and  Elec¬ 
tric  System  additional  depreciation  of  $108,000  should  be 
deducted  on  account  of  abandonment  of  the  Macomb  Street 
Line,  Portland  Street  Line,  and  short  stretch  of  track  on 
Wisconsin  Avenue  in  Georgetown  from  Canal  Street  to 
Water  Street  and  tracks  in  the  11th  Street  car  house. 

That  to  satisfy  himself  that  there  was  under-maintenance 
in  the  properties  of  the  two  companies  he  made  a  study 
of  the  expenditures  each  of  the  companies  had  made  over 
a  period  of  years  on  account  of  maintenance  of  way  and 
structures  and  on  account  of  maintenance  of  equipment; 
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that  the  purpose  of  this  study  was  to  determine  whether 
or  not  there  had  been  any  falling  off  in  expenditures  by 
said  companies  over  a  period  of  years  for  maintaining 
their  properties;  that  this  study  brought  him  to  the  fol¬ 
lowing  conclusions;  that  in  the  four  year  period  ending 
December  31,  1929,  the  operating  expenses  fori  way  and 
structures  excluding  depreciation  have  been  sub-normal 
and  retirements  even  more  so,  and  that  this  applied  to 
both  companies;  that  he  made  up  a  tabulation!  covering 
each  year  from  1915  to  1929  of  each  of  the  companies  cov¬ 
ering  both  way  and  structures  and  equipment,  these  tabula¬ 
tions  marked  “Zelinski  Exhibits  No’s.  1  to  4”  I  inclusive, 
which  follow: 
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702  The  calculations  were  made  bv  the  witness  per¬ 
sonally  from  statistics  reported  by  the  companies  to 

the  Public  Utilities  Commission.  The  witness  proceeded 
with  a  description  of  Zelinski's  Exhibit  Xo.  “1”,  as  follows: 

The  tabulation  indicates  for  each  year  from  1915  to  1929, 
inclusive,  the  total  operating  expenses  for  way  and  struc¬ 
tures,  including  depreciation  in  the  second  column  of  the 
Exhibit;  the  amount  which  has  been  charged  to  operating 
expenses  on  account  of  depreciation  of  way  and  structures 
appears  in  the  third  column,  and  the  operating  expenses  of 
way  and  structures  excluding  depreciation  in  the  fourth 
column.  The  fifth  column  is  a  conversion  factor  which  is 
used  to  equate  the  expenditures  in  dollars  for  each  year 
and  the  equivalent  dollars  of  1929  purchasing  power.  This 
conversion  factor  is  developed  from  statistics  in  the  files 
of  the  Public  Utilities  Commission  which  the  Commission 
has  built  up  in  studies  it  has  made  of  construction  cost 
indexes.  The  factors  are  in  inverse  ratio  to  the  construc¬ 
tion  cost  index.  The  expenditures  in  dollars  during  certain 
years  shown  in  the  Exhibit,  especially  during  the  war  and 
immediately  thereafter,  could  not  perform  the  same  quan¬ 
tum  of  work  which  a  dollar  prior  to  the  war  could  have  per¬ 
formed,  and  it  was  therefore  necessary  to  develop  a  con¬ 
version  factor  which  would  equate  the  expenditures  on  such 
a  basis.  The  purpose  of  equating  the  expenditures  is  to 
show  the  amount  of  work  actually  done  on  a  comparable 
basis  with  the  dollars  expended,  as  the  amount  of  work  per 
dollar  differs  in  the  several  years  a  conversion  factor 
which  vrould  equate  the  expenditures  is  necessary.  The 
sixth  column  shows  the  equivalent  1929  dollars  after  ap¬ 
plication  of  this  conversion  factor.  The  seventh  column 
shows  the  car  miles  in  thousands,  excluding  the  miles  made 
by  busses,  and  the  eighth  column  shows  the  maintenance 
per  thousand  car  miles,  which  is  the  standard  unit  adopted 
to  compare  the  actual  expenditures  for  maintenance  in  each 
of  the  respective  years. 

703  In  commenting  on  the  conclusions  resulting  from 
these  calculations,  it  will  be  noted  that  the  average 

expenditures  for  the  four  years  from  1926  to  1929  have 
fallen  below  the  expenditures  for  the  group  immediately 
preceding,  which  is  a  two  year  average  of  the  years  1924  and 
1925,  considered  by  the  witness  to  be  a  normal  period. 
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Since  that  time,  in  the  judgment  of  the  witness*  sufficient 
time  has  elapsed  for  the  companies  to  have  caught  up  with 
any  under-maintenance  which  had  been  incurred  due  to 
lack  of  expenditures  for  maintenance  during  the  y*ar  years. 
The  tabulation  shows  that  expenditures  on  account  of 
maintenance  during  1917  and  1918,  which  word  the  war 
years,  were  extremely  low  per  thousand  car  miles,  and  in 
the  succeeding  five  years  the  expenditure  were  again  quite 
high.  ^  |  # 

The  last  column  on  the  Exhibit  shows  the  retirements 
which  have  been  charged  through  the  reserves  when  they 
have  been  made.  The  retirements  are  listed  on  the  Exhibit 
at  cost  because  under  the  Commission’s  classification  the 
accounting  for  depreciation  is  done  on  a  cost  basis.  The 
witness  called  attention  to  the  fact  that  the  retirements 


have  also  fallen  off  in  the  last  few  years.  The  retirements 
are  charged  through  the  reserves  at  the  time  when  a  por¬ 
tion  of  the  plant  is  renewed  or  replaced. 

The  witness  stated  that  in  a  property  which  jis  consid¬ 
ered  to  have  an  indefinite  life  such  as  traction  properties, 
he  would  expect  that  after  the  depreciation  accounting  has 
been  in  effect  for  the  period  of  time  which  it  has  been  for 
both  of  these  companies,  the  retirements  would  about  equal 
the  accruals  to  the  depreciation  reserve  and  that  j  the  plant 
renewals  would  follow  in  a  ratio  which  would  substantiallv 
equal  the  amount  the  companies  are  setting  aside  in  their 
depreciation  reserves,  if  the  plants  were  kept  in  good  oper¬ 
ating  condition,  which  is  not  necessarily  a  new  condition, 
but  capable  of  performing  the  services  of  a  new  plant ;  that 
the  actual  size  of  the  reserves  will  grow  as  the  investment 
in  the  property  grows,  but  the  relationship  in  the  size  of 
the  reserve  to  the  expenditure  in  investment  on  ac- 
704  count  of  depreciable  property  will  become  static  if 
the  renewals  and  replacements  are  made  when  due. 

Instead,  the  retirements  have  been  considerably  smaller 
especially  in  the  last  few’  years  than  the  charges  to  the  re¬ 


serve,  confirming,  in  the  opinion  of  the  wutness,  his  conclu¬ 
sion  that  there  is  deferred  renewal  in  the  property. 

The  effect  of  failure  to  make  the  renewals  when  due  is 
to  indicate  depreciation  in  the  property,  and  the  purpose 
of  these  studies  was  to  supplement  the  observation  of  the 
witness  that  there  was  depreciation  in  these  properties. 
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The  tabulation  as  to  the  extent  of  the  depreciation  was 
based  upon  personal  observation  of  the  condition  of  track 
and  personal  estimate  of  the  amount  of  money  necessary 
to  put  the  track  in  good  operating  condition  and  to  renew 
the  portions  of  track  which  require  renewal. 

In  connection  with  studies  on  maintenance  and  retire¬ 
ment  of  equipment,  the  witness  found  that  certain  of  the 
equipment  of  each  of  the  companies  had  been  in  use  for  a 
period  of  years  in  excess  of  the  age  when  he  would  ordi¬ 
narily  expect  it  to  be  retired,  that  is  in  excess  of  normal 
length  of  service  as  shown  by  life  studies.  With  respect  to 
The  Capital  Traction  Company,  the  charge  to  depreciation 
reserve  on  account  of  equipment  is  based  upon  an  expected 
life  of  approximately  nineteen  and  one-half  years,  while 
there  was  found  on  this  particular  company  a  considerable 
amount  of  the  equipment  which  has  been  in  service  in  ex¬ 
cess  of  twentv  Years.  The  witness  did  not  observe  all 
equipment  but  observed  certain  units  in  each  of  the  classes 
and  found  depreciation  of  equipment  on  account  of  obso¬ 
lescence.  The  equipment  is  past  the  stage  where  it  should 
have  been  retired  and  the  result  of  keeping  that  equipment 
in  service  is  an  increased  expenditure  for  maintenance. 

Considering  that  the  expenditures  for  maintenance 
705  as  a  whole  are  falling  off  and  that  a  large  portion  of 
that  expenditure  must  be  due  to  keeping  up  equip¬ 
ment  which  is  exceedingly  old,  it  was  determined  that 
there  is  considerable  obsolescence  in  that  equipment. 

The  amount  of  obsolescence  computed  for  each  company 
on  account  of  equipment  is  for  the  Capital  Traction  Com¬ 
pany  $675,350.00,  and  for  the  Washington  Railway  and 
Electric- Company  $1,024,625.00. 

The  witness  stated  that  the  effect  of  deferred  mainte¬ 
nance  is  to  increase  the  operating  expenses  because  once 
the  maintenance  has  been  deferred  it  costs  more  money  to 
get  the  property  into  shape;  that  the  increased  operating 
expenses  would  have  an  effect  on  the  rate  of  return  re¬ 
ceived  by  the  companies,  that  is,  that  the  companies  would 
expend  more  money  for  maintenance  than  would  be  prop¬ 
erly  chargeable  in  the  event  that  property  had  been  prop¬ 
erly  maintained.  The  witness  further  stated  that  if  the 
time  had  arrived  for  renewal  of  property  and  the  renewal 
was  not  made  but  there  was  an  attempt  to  repair  or  main- 
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tain  the  property  the  effect  again  would  be  to  enhance  the 
operating  expenses,  again  adversely  affecting  the  rate  of 
return  received. 

The  witness  further  testified  that  if  a  renewal;  was  made 
the  charge  would  be  to  depreciation  reserve  and  not  oper¬ 
ating  expense  if  the  amount  of  the  renewal  had  been  ac¬ 
crued  in  the  reserve  for  the  particular  property  retired, 
but  that  there  was  some  little  flexibility  about  those  charges 
where  the  renewals  could  not  be  made  wholly  out  of  the  re¬ 
serve. 

The  witness  further  stated  that  in  addition  to  the  classes 
of  property  that  he  studied  there  were  other  classes  of  de¬ 
preciable  property,  but  that  he  made  no  examination  of 
that  property. 

Counsel  for  the  Washington  Railway  and  Electric  Com¬ 
pany  moved  to  exclude  the  testimony  of  the  witness  on  the 
ground,  among  others,  that  the  witness  did  not j  undertake 
to  show  that  he  had  examined  the  properties  for  the  pur¬ 
pose  of  ascertaining  their  present  fair  value ;  that  he 
merely  said  that  he  had  examined  certain  ways  I  and  struc¬ 
tures  of  these  companies  and  certain  of  the  rolling  stock; 
that  it  was  a  good  deal  like  attempting  to  condejmn  a  piece 
of  real  estate  and  failing  to  first  ascertain  its  existing 
present  value;  that  none  of  the  reports  showed  where  it 
had  been  undertaken  to  ascertain  depreciation  jof  proper¬ 
ties  backwards  as  was  done  in  the  testimony  of  the 
706  witness  Zelinski;  that  depreciation  is  a  second  part 
or  branch  of  the  inquiry  of  valuation;  jthat  in  no 
other  situation  has  it  ever  been  attempted  to  show  one  side 
of  the  picture;  that  in  all  cases  it  will  be  seen  that  the 
studies  go  into  the  value  of  the  property,  consisting  of  the 
ways  and  structures  and  rolling  stock  and  then!  in  connec¬ 
tion  with  its  studies  of  value  what  if  anything  should  be  de¬ 
ducted  from  the  ascertainment  of  fair  value  for  deprecia¬ 
tion;  that  the  authorities  hold  that  there  should  be  no  de¬ 
duction  for  a  theoretical  or  accrued  depreciation.  The 
Court  thereupon  stated  that  he  was  inclined  to  lagree  with 
the  statement  of  Counsel  but  wrould  let  the  evidence  stay 
in  for  the  present  subject  to  motion;  that  he  thought  the 
evidence  came  largely  within  tw’o  decisions  of  the  Court, 
one,  that  the  Commission  does  not  constitute  the  Board 
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of  Directors  of  tlie  Company  and  the  other  that  purely 
theoretical  estimates  of  value  are  not  equivalent  to  actual 
estimates  based  upon  some  ascertained  value  which  has 
theretofore  been  made ;  that  he  thought  what  he  had  stated 
went  to  the  effect  of  the  testimony  more  than  to  its  com¬ 
petency. 

Counsel  for  the  Washington  Railway  and  Electric  Com¬ 
pany  further  pointed  out  that  the  witness  did  not  state  the 
location  of  the  track  in  question,  and  objected  for  the  fur¬ 
ther  reason  that  the  evidence  was  not  responsive  to  any 
averments  made  by  the  pleadings. 

Thereupon,  Counsel  for  The  Capital  Traction  Company 
stated  that  he  wanted  to  ask  witness  a  few  questions  to 
bring  out  some  of  the  objections  to  this  line  of  testimony. 
The  Court,  thereupon,  stated  that  as  to  whether  there  was 
cross-examination  or  not  the  testimony  had  very  little 
weight  in  his  opinion,  but  that  Counsel  might  cross-exam¬ 
ine  if  he  so  desired. 

Counsel  for  the  Washington  Railway  and  Electric  Com¬ 
pany  also  objected  for  the  further  reason  that  the  witness 
gave  no  supporting  data,  no  rational  basis  from  which  his 
conclusions  were  made;  his  conclusions  were  merely  con¬ 
jectural  and  had  no  basis  in  law  and  for  the  further  reason 
that  he  did  not  show  to  what  extent  any  of  the  de- 
707  predation  which  he  referred  to  had  already  been 
deducted  from  these  properties  in  existing  valua¬ 
tions. 

Counsel  for  the  Traction  Company  further  objected  for 
the  reason  that  it  appeared  that  the  witness  Zelinski  was 
employed,  engaged,  by  the  Public  Utilities  Commission  on 
behalf  of  the  Public  Utilities  Commission  who  had  the  op¬ 
portunity  at  the  hearing  to  have  gotten  this  same  testi¬ 
mony  if  they  had  thought  it  advisable  and  we  have  had  no 
opportunity  to  meet  the  testimony. 

Counsel  for  the  Capital  Traction  Company  further  ob¬ 
jected  on  the  ground  that  the  witness,  according  to  his  own 
testimony,  based  his  testimony  purely  upon  reports  on  file 
with  the  Commission  of  which  the  Commission  had  judicial 
notice.  People’s  Counsel  stated  that  such  was  not  the  fact 
and  that  witness  made  a  physical  and  actual  observation  of 
the  properties  of  the  two  companies  with  a  view  of  ascer¬ 
taining  depreciation,  deferred  maintenance  and  obsoles- 
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cence,  and  that  he  did  so  find  and  in  confirmation  of  that 
he  went  to  the  records  and  found  proof. 

Zelinski  Exhibits  Nos.  1  to  4,  inclusive,  were  tentatively 
admitted  by  the  Court  over  the  objection  of  counsel  for 
the  defendants. 

Thereupon  the  Court  stated  to  People’s  Counsel  that  he 
was  sorry  he  interrupted  him;  Counsel  then  stated  that 
was  perfectly  all  right.  The  Court  then  stated  j  sometimes 
the  actual  testimony  of  a  witness  in  the  record  is  different 
from  what  a  counsel  thinks  he  is  going  to  testify!.  It  is  the 
experience  of  every  lawyer  that  witnesses  sometimes  do 
not  quite  come  up  to  what  they  expect  of  thenk.  So  you 
will  proceed.  People’s  Counsel  then  continued!  his  argu¬ 
ment. 

It  is  further  stipulated  that  inasmuch  as  it  wpuld  be  im¬ 
practicable  to  reproduce  the  Washington  Railway 
708  and  Electric  Company’s  Exhibit  No.  121  and  the 
Public  Utilities  Commission’s  valuation  orders  Nos. 
338  and  339  because  of  their  size  and  bulkiness  and  the 
great  cost  instant  thereto,  counsel  shall  have  the  right  to 
use  the  originals  thereof  as  though  they  were  actually 
printed  in  the  record. 

The  foregoing  is  a  condensed  statement  of  shch  of  the 
pleadings  before  the  Public  Utilities  Commissicjn,  of  such 
of  the  orders  entered  by  the  Public  Utilities  Commission 
and  such  of  the  evidence  in  this  case  both  before  |the  Public 
Utilities  Commission  and  the  Supreme  Court  of  the  Dis¬ 
trict  of  Columbia,  as  together  with  the  pleadings  filed  in 
the  Supreme  Court  of  the  District  of  Columbia  and  the  or¬ 
ders  and  decree  complained  of,  all  of  which  are  to  be  taken 
as  parts  hereof  is  deemed  essential  to  a  decision  of  the 
questions  herein,  all  of  which  has  been  prepared,  in  dupli¬ 
cate  and  signed  by  the  parties  hereto  by  their  counsel  with 
the  approval  of  the  justice  who  presided  at  the  trial  and 
shows  how  the  various  questions  arose  and  were  decided, 
and  sets  forth  so  much  only  of  the  facts  alleged  and  proved 
or  sought  to  be  proved,  as  are  essential  to  a  decision  of 
such  questions  on  appeal  in  conformity  with  the  provisions 
of  sub-section  (a)  of  section  2  of  Rule  V,  as  \iell  as  the 
provisions  of  section  5  of  Rule  V  of  the  Court  of  Appeals  of 
the  District  of  Columbia,  but  with  the  right  savbd  to  both 
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parties,  as  well  as  to  tlie  Court  to  refer  to  and  examine  tlie 
original  papers  for  the  purpose  of  curing  any  error  or 
omission  existing  herein  as  heretofore  stipulated. 

WILLIAM  W.  BRIDE, 

General  Counsel ,  Public  Utilities  Commission , 

VERNON  E.  WEST, 

WILLIAM  A.  ROBERTS, 
Counsel,  Public  Utilities  Commission, 
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IN  THE  I 

Court  of  Appeals,  ©tetrict  of  Columbia 

OCTOBER  TERM,  1930  j 

i 

The  Public  Utilities  Commission 
of  the  District  of  Columbia,  an 
alleged  body  corporate,  and  j 

Mason  M.  Patrick,  Harleigh 
H.  Hartman  and  John  C. 

Gotwals,  members  of  the  Pub-  ! 

lie  Utilities  Commission  of  the  j 

District  of  Columbia,  and 

Richmond  B.  Keech,  People’s  ,  No.  53i16 
Counsel, 

Appellants, 


The  Capital  Traction  Company, 
a  body  corporate,  and 
Washington  Railway  &  Electric 
Company,  a  corporation, 

Appellees. 

BRIEF  OF  APPELLANT 


STATEMENT  OF  THE  CASE 

These  cases  are  here  on  appeal  from  the  decree 
of  the  Supreme  Court  of  the  District  of  Columbia, 
increasing  the  fare  to  be  charged  by  the  Capital 
Traction  Company  and  the  Washington  Railway 
&  Electric  Company. 

Proceedings  were  initiated  by  application  of  the 
Capital  Traction  Company  to  the  Public  Utilities 
Commission  for  increase  in  fare.  The  Washington 
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Railway  and  Electric  Company  and  other  intra¬ 
city  companies  were  made  parties  thereto.  Evi¬ 
dence  was  presented  on  behalf  of  the  street  railway 
companies  in  an  endeavor  to  sustain  the  allegations 
set  forth  in  the  petition  of  the  Capital  Traction 
Company  and  the  answer  filed,  after  intervention, 
in  that  proceeding  by  the  Washington  Railway  & 
Electric  Company.  During  the  course  of  the  pro¬ 
ceeding  before  the  Commission  a  number  of  mo¬ 
tions  were  made,  one  of  which  requested  a  revalua¬ 
tion  of  the  properties  of  the  Capital  Traction  and 
Washington  Railway  &  Electric  Companies.  At 
the  conclusion  of  the  petitioner’s  case,  as  well  as 
that  of  the  Washington  Railway  &  Electric  Com¬ 
pany,  and  prior  to  the  ruling  on  the  beforemen- 
tioned  motions,  the  Commission  announced  that 
the  proceeding  was  not  concluded.  The  hearing 
was  recessed  at  this  junction  and  shortly  there¬ 
after,  the  Commission  issued  an  order  (Tr.  pp. 
96-103)  in  effect,  stating  that  sufficient  evidence 
had  not  been  presented  by  the  railway  companies 
to  enable  the  Commission  to  properly  determine 
the  rate  bases  of  the  two  companies,  hence  it  was 
unable  to  determine  whether  or  not  the  said  com¬ 
panies  were  making  a  fair  rate  of  return  at  that 
time,  or  whether  or  not  the  granting  of  the  fare 
requested  by  the  companies  would  be  reasonable 
to  the  public.  Likewise,  in  this  order  the  Commis¬ 
sion  again  recited  that  the  cause  was  “left  open 
for  the  taking  of  further  testimony”.  Moreover, 
in  this  order,  there  was  a  recital  to  the  effect  that 
the  Commission  deemed  it  unnecessary  at  that 
time  to  rule  upon  the  several  motions  then  pending 
before  the  Commission,  which  included  a  motion 
for  a  revaluation  of  the  properties  of  the  two  com- 
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panies,  used  and  useful  for  public  service.  In  this 
order,  the  Commission  intimated  that  the  present 
fair  value  of  the  properties  of  the  two  companies 
could  only  be  ascertained  by  a  new  valuation  there¬ 
of.  No  evidence  was  introduced  or  offered  by  the 
Commission  tending  to  prove  the  present  fair  Value 
of  the  properties  of  the  companies  nor  with  refer¬ 
ence  to  the  rate  of  return  of  the  companies,  j 
Following  the  entry  of  this  order,  and  without 
notice  to  the  Commission,  the  railway  companies 
filed  bills  in  the  Supreme  Court  of  the  District  of 
Columbia,  appealing  from  the  order  of  the  Com¬ 
mission.  The  appeal  of  the  Washington  Railway 
&  Electric  Company  was  brought  under  paragraph 
64  of  the  Public  Utility  Act;  that  of  the  Capital 
Traction  Company  was  brought  in  a  dual  aspect, 
it  being  brought  under  the  appeal  provision  of  the 
statute  and  under  the  general  equity  jurisdiction 
of  the  Supreme  Court.  The  trial  justice  required 
the  latter  company  to  elect  as  to  which  course  it 
would  pursue.  It  proceeded  under  the  appeal 
authorized  by  the  Public  Utility  Act.  1 

As  a  part  of  the  bills  of  the  respective  companies, 
*  a  motion  for  a  preliminary  injunction  was  filed 
by  the  two  railway  Companies.  At  this  stage!  mo¬ 
tions  to  dismiss  the  two  causes  were  filed  by  the  de¬ 
fendants.  All  of  the  beforegoing  motions  were 
overruled,  and  answers  to  the  bills  were  filed  by 
the  Public  Utilities  Commission  and  the  People’s 
Counsel,  the  latter  embodying  a  motion  for  a  re¬ 
valuation.  After  a  hearing  on  the  merits,  motions 
to  dismiss  the  bills  of  the  companies  and  to  remand 
the  causes  to  the*  Public  Utilities  Commission  -frere 
renewed.  All  matters  were  taken  under  advise¬ 
ment  by  the  Court.  Subsequent  thereto,  dbcree 


i 
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was  entered  by  the  Court  increasing  the  fare  of  the 
two  companies. 

After  hearing  on  the  record  made  before  the 
Public  Utilities  Commission,  the  trial  justice  en¬ 
tered  a  decree  increasing  the  rate  of  fares  of  the 
two  companies.To  the  entry  of  this  decree  the 
Public  Utilities  Commission  and  the  People’s 
Counsel  noted  an  exception  and  gave  notice  of  an 
appeal  to  this  Court. 

ASSIGNMENTS  OF  ERROR 

1.  The  Court  erred  in  over-ruling  the  defend¬ 
ants’  motion  to  dismiss  the  bill  of  complaint  of  the 
Washington  Railway  &  Electric  Company. 

2.  The  Court  erred  in  over-ruling  the  defend¬ 
ants’  motion  to  dismiss  the  bill  of  complaint  of 
The  Capital  Traction  Company. 

3.  The  Court  erred  in  not  sustaining  the  mo¬ 
tion  of  the  defendants  to  dismiss  the  bill  of  com¬ 
plaint  of  the  Washington  Railway  &  Electric  Com¬ 
pany. 

4.  The  Court  erred  in  not  sustaining  the  mo¬ 
tion  of  the  defendants  to  dismiss  the  bill  of  com¬ 
plaint  of  The  Capital  Traction  Company. 

5.  The  Court  erred  in  entering  the  final  decree 
dated  July  22, 1930. 

6.  The  Court  erred  in  granting  the  Washing¬ 
ton  Railway  &  Electric  Company  an  increase  in 
fare. 

7.  The  Court  erred  in  granting  The  Capital 
Traction  Company  an  increase  in  fare. 

8.  The  Court  erred  in  not  holding  that  the 
Washington  Railway  &  Electric  Co.  had  failed  to 
prove  that  the  rates  of  fare  charged  by  it  prior  to 


the  decree  of  July  22,  1930,  did  not  yield  a  reason¬ 
able  return. 

9.  The  Court  erred  in  not  holding  that  The 
Capital  Traction  Co.  had  failed  to  prove  that  the 
rates  of  fare  charged  by  it  prior  to  the  decree  of 
July  22, 1930,  did  not  yield  a  reasonable  return. 


THE  COURT  ERRED  IN  NOT  GRANTING 
DEFENDANTS’  MOTION  TO  DISMISS  ON 
THE  GROUND  THAT  NO  FINAL  ORDER  HAD 
BEEN  ISSUED  BY  THE  PUBLIC  UTILITIES 
COMMISSION.  i 


The  Courts  of  this  country  are  uniform  in, the 
opinion  that  no  appeal  lies  from  a  determination  by 
a  nisi  prius  tribunal  or  board  unless  the  latter 
bodies  have  entered  a  final  order  in  the  causes 
pending  before  them.  The  one  exception  is  where 
a  statute  specifically  provides  for  a  special 
appeal.  j 

The  Supreme  Court  of  the  United  States,  in  the 
case  of  United  States  vs.  Ellicott ,  223  U.  S.  524, 
in  construing  Sec.  707  of  the  Revised  Statutes, 
which  read  as  follows :  “An  appeal  to  the  Supreme 
Court  shall  be  allowed  on  behalf  of  the  United 
States,  from  all  judgments  of  the  Court  of  Claims 
adverse  to  the  United  States:”,  held  that  the  judg¬ 
ment  referred  to  therein  must  be  a  final  one  before 
an  appeal  would  lie,  by  using  the  following  lang¬ 
uage  :  j 


“The  general  rule  governing  the  subject 
of  prosecuting  error  or  taking  appeals  from 
final  judgments  or  decrees  is,  we  think,  ap¬ 
plicable  to  judgments  or  decrees  of  the 
Court  of  Claims  and  that  rule  treats  a 
judgment  or  decree  properly  entered  ih  the 
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cause  as  not  final  for  the  purposes  of  appeal 
until  a  motion  for  a  new  trial  or  a  petition 
for  rehearing,  as  the  case  may  be,  when 
entertained  by  the  court,  has  been  disposed 
of;  and  the  time  for  appeal  begins  to  run 
from  the  date  of  such  disposition.”  (p.  539) 

The  same  tribunal,  in  the  case  of  Georgia  Ry . 
Co.  vs.  Decatur ,  262  U.  S.  432,  ruled  as  to  what 
shall  constitute  an  order  or  decree  from  which  an 
appeal  can  be  made  to  the  Supreme  Court  of  the 
United  States  in  the  following  quotation : 

“While  prior  decisions  on  the  subject 
of  what  constitutes  a  final  judgment  are  not 
entirely  harmonious,  the  rule  is  established 
that  in  order  to  give  this  Court  appellate 
jurisdiction  the  judgment  or  decree  'must 
terminate  the  litigation  between  the  parties 
on  the  merits  of  the  case,  so  that  if  there 
should  be  an  affirmance  here,  the  Court 
below  would  have  nothing  to  do  but  to 
execute  the  judgment  or  decree  it  had  al¬ 
ready  rendered.” 

Many  decisions  could  be  cited  from  the  final 
tribunals  of  the  states  but,  in  the  interest  of  space, 
only  two  short  quotations  will  be  cited  at  this  point. 

In  the  case  of  Newbold  vs.  Green ,  122  Md.  648, 
that  Court  in  construing  Sec.  2  of  Article  5  of  its 
Code  of  1912,  which  gave  the  right  of  appeal  from 
any  judgment  or  determination  of  the  Court  of  law 
held  that  language  to  mean  “***a  final  judgment 
or  determination ;  it  does  not  lie  for  matters  inter¬ 
locutory  in  their  character.”  (p.  651) 

The  Supreme  Court  of  Texas  in  the  case  of 
Lehman  vs.  Gajusky,  75  Tex.  566,  in  construing  a 
statute  of  that  sovereignty  providing  that:  “Any 
person  who  may  consider  himself  aggrieved,  by 
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any  decision,  order  of  judgment  of  the  Court  or  by 
any  order  of  the  Judge  thereof,  may  appeal  to;  the 
District  Court  as  a  matter  of  right,  without  bond,” 
held : 

I 

“The  statute  provides  that  ‘any  person 
who  may  consider  himself  aggrieved,  by 
any  decision,  order  or  judgment  of  the 
Court  or  by  any  order  of  the  judge  thereof, 
may  appeal  to  the  District  Court  as  a  mat¬ 
ter  of  right,  without  bond/  ! 

“This  statute  doubtless  has  application 
only  to  such  decisions,  orders,  or  judgments 
as  at  the  end  of  a  term  would  be  held  Con¬ 
clusive  as  adjudicative  of  some  controverted 
question  or  right,  unless  set  aside  by  some 
proceeding  appellate  or  revisory  ini  its 
nature.,,  j 

Having  shown  briefly  the  interpretation  of  vari¬ 
ous  statutes,  by  the  State  Courts,  as  well  as  the 
Supreme  Court  of  the  United  States,  dealing  With 
the  question  of  what  orders,  decrees  or  judgments 
can  be  appealled  from,  and  having  seen  that  there 
is  a  unanimity  of  view  that  such  order,  judgihent 
or  decree  must  be  final,  it  is,  therefore,  necessary 
to  see  under  what  authority  the  appellees  in  this 
cause  sought  a  review  by  the  Supreme  Court  of 
the  District  of  Columbia  of  a  matter  initiated  be¬ 
fore  the  Public  Utilities  Commission.  j 

By  virtue  of  paragraph  64  of  the  Public  Utility 
Act,  any  public  utility,  person  or  corporation  dis¬ 
satisfied  with  any  order  or  decision  of  the  Commis¬ 
sion  is  authorized  to  commence  a  proceeding  in 
equity  in  the  Supreme  Court  of  the  District  of 
Columbia  by  the  following  language : 

%  i 

i 

“That  any  public  utility  and  any  person 
or  corporation  interested  being  dissatisfied 
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with  any  order  or  decision  of  the  Commis¬ 
sion  fixing  any  valuation,  rate  or  rates, 
tolls,  charges,  schedules,  joint  rate  or  rates, 
or  regulation,  requirement,  act,  service  or 
other  thing  complained  of  may  commence 
a  proceeding  in  equity  in  the  Supreme  Court 
of  the  District  of  Columbia  against  the 
Commission,  as  defendants  to  vacate,  set 
aside,  or  modify  any  such  decision  or  order 
on  the  ground  that  the  valuation,  rate  or 
rates,  tolls,  charges,  schedules,  joint  rate  or 
rates,  or  regulation,  requirement,  act,  ser¬ 
vice  or  other  thing  complained  of  fixed  in 
such  order  is  unlawful,  inadequate,  or  un¬ 
reasonable.” 

This  being  the  only  paragraph  authorizing  re¬ 
view  of  a  determination  by  the  Public  Utilities 
Commission,  and  it  being  clear  that  no  provision 
is  embodied  therein  authorizing  a  special  appeal 
in  the  case  of  an  interlocutory  order,  it  follows 
that  the  decisions  quoted  from  above  are  control¬ 
ling  in  so  far  as  the  present  case  is  concerned. 

Fortunately,  however,  we  do  not  have  to  content 
ourselves  by  a  mere  reference  to  the  cases  above 
referred  to,  as  the  Court  of  Appeals  of  this  juris¬ 
diction  in  the  case  of  Hollis  vs.  Kutz ,  49,  App.  D.  C. 
301,  in  construing  the  specific  paragraph  here  in¬ 
volved,  held  that  the  order  or  the  decision  of  the 
Public  Utilities  Commission  complained  of  must 
be  final  before  an  appeal  could  be  taken  to  the 
Courts  of  this  jurisdiction,  in  the  following  lang¬ 
uage  : 


“In  any  event,  however,  formal  com¬ 
plaint  must  be  filed,  hearing  had  and  a  final 
order  obtained  from  the  Commission  before 
the  jurisdiction  of  the  Courts  can  be  in¬ 
voked.”  (Italics  ours)  (p.  302) 
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The  decision  of  the  Court  of  Appeals  in  the  before- 
mentioned  case  was  affirmed  by  the  Supreme  Court 
of  the  United  States  in  the  case  of  Hollis  vs.  Kutz , 
255,  U.  S.  452,  on  other  grounds. 

That  it  was  the  intention  of  the  Congress  qf  the 
United  States  that  in  so  far  as  its  jurisdiction  ex¬ 
tended,  the  Commission  should  be  unhampered  in 
its  regulation  of  public  utilities,  is  found  in  the 
language  used  in  various  paragraphs  of  the  Act 
and  has  been  recognized  by  the  Supreme  Court  of 
the  United  States  in  the  case  of  Keller  vs.  Potomac 
Electric  Power  Co.,  261  U.  S.  428.  ! 

A  reference  to  paragraph  67  of  the  Act,  which 
deals  with  the  introduction  of  new  evidence  in 
cases  appealed  from  rulings  of  the  Public  Utilities 
Commission,  unmistakably  shows  that  it  was  the 
purpose  of  the  legislature  that  all  matters  relating 
to  any  issue  brought  before  the  Commission  should 
be  passed  upon  by  the  Commission  in  order  that  its 
determination  could  be  based  upon  a  full  record. 
The  paragraph  alluded  to  goes  to  the  extent  of  pro¬ 
viding  that  when  such  new  evidence  is  presented, 
the  Court  before  whom  the  appeal  is  pending  is 
required  to  transmit  a  copy  of  such  evidence  to  the 
Public  Utilities  Commission  prior  to  rendering 
judgment.  Proceedings  are  stayed  for  a  period 
of  fifteen  days  from  the  date  of  transmission  of 
such  evidence  for  the  purpose  of  giving  the  Com¬ 
mission  the  opportunity  of  considering  it,  arid,  in 
the  event  it  deems  fit,  to  modify,  amend  or  rescind 
the  order  or  regulation  complained  of.  The  Com¬ 
mission  is  required  to  report  its  action  to  the 
Court  within  ten  days  from  receipt  of  such  evi¬ 
dence.  This  shows  that  it  was  the  intent  of  the 
Act  that  the  Commission  was  to  have  thq  full 
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benefit  of  all  facts  before  determining  any  question 
presented  to  it  and,  further,  indicates  that  it  was 
only  after  such  mature  and  complete  consideration 
thereof  and  a  ruling  entered  that  an  appeal  would 
lie. 

What  has  gone  before  is  not  intended  to  imply 
that  this  Commission  nor  any  other  administrative 
body  could  through  caprice,  fraud  or  neglect  delay 
unduly  a  determination  of  a  cause  for  the  purpose 
of  defeating  the  rights  of  any  person  or  corpora¬ 
tion  involved.  Such  a  situation  is  not  involved  in 
this  particular  cause  and  no  claim  has  been  made 
to  that  effect. 

It  is  not  the  belief  of  the  appellants  nor  their 
intention  to  imply  by  anything  embodied  in  this 
brief  that  the  utilities  are  barred  in  all  cases  from 
seeking  aid  of  Courts  in  their  judicial  capacity 
until  it  has  exhausted  its  remedies  before  the  Com¬ 
mission.  Even  though  a  public  utility  has  not 
exhausted  its  remedies  before  the  Commission,  in 
cases  where  unreasonable  delays  occur  at  the  hands 
of  a  Public  Utilities  Commission,  the  utility  in¬ 
volved  may  seek  the  aid  of  the  Courts.  An  ex¬ 
ample  of  such  a  case  is  that  of  Smith  vs.  Illinois 
Bell  Telephone  Co.,  270  U.  S.  587,  where  the  utili¬ 
ties  commission  ignored  the  petition  of  the  tele¬ 
phone  company  for  an  increase  of  rates  for  more 
than  two  years  and  the  Court  held  that  “The  in¬ 
jured  public  service  company  is  not  required  in¬ 
definitely  to  await  decision  of  the  rate  making 
tribunal  before  applying  to  the  Federal  Court  for 
equitable  relief”.  We  have  no  quarrel  to  pick  with 
this  pronouncement  and  content  ourselves  by  stat¬ 
ing  that  the  facts  in  the  instant  causes  render  this 
decision  inapplicable. 
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A  case  closely  analagous  to  the  one  at  bar  is  that 
of  Henderson  Water  Co.  vs.  Corporation  Commis¬ 
sion  of  North  Carolina ,  269  U.  S.  278,  where  there 
was  a  contract  respecting  rates  between  the  city 
and  the  utility,  and  Corporation  Commission,  how¬ 
ever,  having  authority  to  waive  the^  franchise 
rates.  The  utility  applied  for  an  increasb  of 
ten  per  cent.  The  Commission  allowed  an  increase 
of  five  per  cent  with  permission  to  the  utility  to 
apply  for  a  further  increase  at  the  end  of  six 
months.  After  that  period  had  expired,  j  the 
utility,  without  applying  to  the  Commis&ion, 
brought  its  action  in  a  Federal  Court.  In  denying 
the  utility  right  to  relief,  the  Court  said:  “We 
concur  with  the  District  Court  in  the  view  that  the 
water  company  should  have  applied  for  a  resump¬ 
tion  of  the  hearing  after  the  test  and  exhausted 
its  remedy  there  before  resorting  to  this  suit.” 

Before  passing  the  question  of  appeal  fron^  the 
Commission  to  the  Courts  of  this  jurisdiction,  we 
deem  it  advisable  to  state  that  under  the  Ptiblic 
Utility  Act,  the  Court  acts  in  its  legislative  ca¬ 
pacity.  Furthermore,  the  remedy  afforded  by  the 
appeal  is  more  adequate  and  complete  than  the 
remedy  by  suit  invoking  the  general  equity  juris¬ 
diction  of  the  Court. 

The  Supreme  Court  of  the  United  States  in  the 
case  of  Keller  vs.  Potomac  Electric  Power  Co., 
supra,  held  that  questions  presented  to  that  Court 
under  its  equity  jurisdiction  are  questions  of  I  law 
merely  to  determine  whether  findings  of  the  Com¬ 
mission  are  supported  by  reasonable  evidence, 
whereas,  under  the  Public  Utility  Act,  this  Clourt 
is  authorized  to  “revise  the  legislative  discretion  of 
the  Commission  by  considering  the  evidence  and 
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full  record  of  the  case  and  entering  the  order  it 
deems  the  Commission  ought  to  have  made”, 
(p.  442) 

The  Supreme  Court  affirmatively  recognizes  the 
legislative  discretion  as  having  been  vested  in  the 
Commission  by  the  Public  Utility  Act.  The  mat¬ 
ter  of  making  rates  is  a  legislative  function,  hence 
in  passing  upon  the  applications  of  the  two  railway 
companies,  it  was  required  to  exercise  this  right 
and  could  only  competently  and  lawfully  do  so 
when  fully  advised  as  to  the  material  and  pertinent 
facts  dealing  with  the  question  presented.  It  must 
be  borne  in  mind  that  the  Commission  at  no  time 
during  the  proceedings  before  it  unduly  delayed 
the  proceedings,  declined  to  function,  nor  indicated 
an  inability  to  do  so,  except  in  so  far  as  the  com¬ 
panies  failed  to  comply  with  the  mandate  of  the 
Public  Utility  Act,  namely,  sustain  the  burden  of 
proof.  Moreover,  the  Commission  indicated  its 
willingness  to  ascertain  by  the  medium  of  a  re¬ 
valuation,  the  .present  value  of  the  companies  in 
the  event  the  companies,  as  previously  stated,  re¬ 
fused  to  supply  or  were  unable  to  supply  definite 
data  on  which  to  determine  said  base.  This,  not¬ 
withstanding,  the  fact  that  the  burden  of  estab¬ 
lishing  it  rested,  under  the  Act,  on  the  companies. 
Had  the  companies  stated  to  the  Commission  that 
they  would  not  or  were  unable  to  furnish  addi¬ 
tional  data  tending  to  establish  a  true  rate  base, 
the  Commission  would  have  forthwith  ordered  a 
revaluation  in  the  cause  and  had  so  indicated  to 
the  companies.  A  revaluation  having  been  made, 
the  rate  of  return  realized  by  the  companies  would 
have  become  a  mere  matter  of  mathematical  com¬ 
putation. 
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The  well  known  principle  in  the  matter  of  statu¬ 
tory  construction  that  where  a  statute  is  suscep¬ 
tible  of  two  constructions,  one  which  would  bring 
about  an  absurd  result  and  the  other  a  reasonable 
result,  the  latter  must  prevail,  may  be  likened  to 
the  present  situation.  To  hold  that  the  order 
entered  was  final  would  mean  that  the  Commission 
would  have  intended  to  permit  the  company  to 
present  evidence  tending  to  prove  its  cause,  and 
without  itself  presenting  any  evidence  tending  to 
refute  the  matters  presented  by  the  companies  or 
any  affirmative  facts,  merely  enter  an  order  thus 
enabling  the  companies  to  go  up  for  review  on  a 
one-sided  record.  The  Commission  could  not  have 
intended  to  follow  such  an  absurd  course. 

It  is  true,  however,  that  no  evidence  was  pre¬ 
sented  on  behalf  of  the  Commission  and,  in  fact, 
with  the  exception  of  the  so-called  Murray  exhibits 
which  were  purely  and  simply  a  resume  of  facts 
bearing  on  accounts  submitted  by  the  companies, 
no  evidence  with  reference  to  the  matter  of  rates 
or  the  rate  basis  of  the  two  companies  involved 
was  presented.  t  j 

This  further  shows,  we  respectfully  submit;  the 
lack  of  intention  on  the  part  of  the  Commission  to 
make  the  order  complained  of  final. 

Before  leaving  the  discussion  of  the  statute 
under  which  the  right  of  appeal  to  the  various 
Courts  of  this  jurisdiction  by  any  person  or  cor¬ 
poration  aggrieved  by  action  of  the  Commission, 
it  is  well  to  state  that  both  of  the  plaintiffs’  actions 
were  treated  by  the  trial  court  as  appeals  under 
the  Public  Utility  Act.  The  Washington  Railway 
&  Electric  Co.  based  its  complaint  on  authority  of 
the  Act  and  the  Capital  Traction  Co.,  although  it 
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brought  its  appeal  in  a  dual  aspect,  was  required 
to  elect  by  the  trial  justice  as  to  whether  it  would 
proceed  under  the  general  equity  jurisdiction  of 
the  Supreme  Court  of  the  District  of  Columbia  or 
under  the  appeal  authorized  by  the  Public  Utility 
Act.  The  latter  company  elected  to  proceed  under 
the  Act. 

Two  questions  only  are  presented  under  this 
assignment  of  error:  One ,  as  to  whether  or  not 
an  appeal  lies  to  the  Courts  of  this  jurisdiction 
from  orders  or  rulings  of  the  Commission  which 
are  not  final ;  and ,  tivo,  whether  or  not  the  order 
entered  by  the  Commission  in  this  case  was  final  in 
fact 

Having  shown,  we  submit,  conclusively,  that  the 
statute  under  which  the  appeal  is  taken  in  these 
cases,  permits  such  course  only  in  the  case  where  a 
final  order  or  ruling  is  made  by  the  Commission, 
it  is  now  necessary  only  to  ascertain  whether  the 
order  issued  ih  this  case  was  final  in  fact. 

The  order  from  which  the  appeal  was  taken 
shows  on  its  face  that  it  was  not  final.  It  states, 
among  other  things :  “The  evidence  presented  does 
not  afford  a  basis  for  final  determination  of  all  of 
the  issues  involved,  the  proceeding  has  been  left 
open  for  the  taking  of  further  testimony  with  re¬ 
spect  to  certain  features  of  the  case.  It,  there¬ 
fore,  is  unnecessary  at  this  time  to  rule  upon  the 
several  motions  made  at  the  hearing”.  (Tr.  pp. 
102-3).  A  subsequent  part  of  the  order,  further 
shows  that  the  Commission  at  the  time  of  its  entry 
was  not  in  possession  of  sufficient  facts  to  make  a 
final  determination,  and  again  states  that  the  case 
was  being  held  open  with  the  right  reserved  to  the 
companies  to  present  further  evidence  as  to  the 
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present  value  of  their  properties.  It  is  difficult  to 
imagine  any  language  which  would  tend  to  show  a 
greater  lack  of  finality  than  that  employed  by  the 
Commission,  and  this  is  especially  true  in  view  of 
their  reference  to  the  presentation  of  further  evi¬ 
dence  with  reference  to  the  present  value  ojf  the 
properties,  and  as  this  was  a  rate  hearing.  With¬ 
out  an  ascertainment  of  the  present  fair  valhe  of 
the  property  of  the  companies  involved,  used  and 
useful'  for  the  public  service,  the  Commission  was 
unable  to  determine  whether  the  companies  were 
making  a  fair  return  or  whether  or  not  th|e  in¬ 
crease  asked  by  the  companies  would  result  in  an 
unreasonable  rate  to  the  public,  as  the  base  for  all 
such  computations  was  missing: 

Apart  from  the  order,  itself,  the  record  at  the 
time  of  the  conclusion  of  the  hearing  shows 
through  the  statements  of  its  Chairman  and  Vice- 
Chairman,  as  well  as  the  colloquy  between  these 
gentlemen  and  counsel  for  the  companies,  that  the 
Commission  did  not  deem  the  hearing  to  bejat  a 
close,  and  from  the  language  they  used  the  order 
entered  by  it  naturally  followed.  j 

As  further  denoting  lack  of  intent  on  the  part  of 
the  Commission  to  make  the  order  entered  in  these 
causes  final,  we  quote  again  an  extract  from  the 
order:  “It,  therefore,  is  unnecessary  at  this|time 
to  rule  upon  the  several  motions  made  at  the  hear- 
ing”.  This  quotation  is  peculiarly  significant  in 
view  of  the  fact  that  one  of  the  motions  theiie  re¬ 
ferred  to  was  a  motion  made  for  the  revaluation 
of  all  the  properties  of  the  Washington  Railway 
&  Electric  Co.  and  the  Capital  Traction  Co.,  used 
and  useful  for  public  service.  The  basis  of  the 
foregoing  motion  was  that  the  companies!  had 
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failed  to  present  sufficient  evidence  to  show  the 
present  value  of  their  properties  and  that  the 
Commission,  itself,  could  not  from  its  records  sup¬ 
ply  the  necessary  data  in  order  to  properly  de¬ 
termine  the  rate  basis  of  the  companies. 

It  might  not  be  amiss  at  this  juncture  to  call  at¬ 
tention  to  the  fact  that  paragraph  69  of  the  Public 
Utility  Act  places  the  burden  of  proof  upon  the 
party  seeking  to  set  aside  any  determination,  re¬ 
quirement,  direction  or  order  of  the  Commission 
to  show  by  clear  and  satisfactory  evidence  that  the 
determination,  requirement,  direction  or  order  of 
the  Commission  complained  of  is  inadequate,  un¬ 
reasonable  or  unlawful.  Thus,  the  burden  of 
proof  was  upon  the  two  railway  companies  to  es¬ 
tablish  their  case. 

The  Supreme  Court  of  the  United  States,  in  the 
recent  case  of  United  Fuel  Gas  Co.  vs.  Railroad 
Commission ,  278  U.  S.  300,  held  that  the  burden 
of  proving  the  value  of  property  of  a  public  utility 
upon  which  it  is  constitutionally  entitled  to  earn 
a  fair  return,  rests  upon  such  utility,  and,  to  justi¬ 
fy  interference  with  action  of  the  public  officials 
in  fixing  a  rate,  the  evidence  must  be  clear  and 
convincing. 

The  Supreme  Court,  likewise,  in  the  case  of 
Banton  vs.  Line  Railway  Corporation ,  268  U.  S. 
413,  422,  stated  “The  presumption  is  that  the  order 
(passed  by  the  Public  Service  Commission)  was 
reasonable  and  valid  and  the  burden  is  on  appellee 
to  establish  its  invalidity”. 

Reverting  to  thef  motion  for  a  revaluation  which 
was  pending  before  the  Commission  at  the  time  of 
the  entry  of  its  order  and  not  ruled  upon  by  the 
Commission,  we  see  again  that  it  was  the  clear 


I 

I 


i 

i 

j 

i 

; 

f 

17 

I 

intention  of  the  Commission  not  to  make  its  order 
final.  This  is  peculiarly  true  when  viewed  in  the 
light  of  the  following  provision  appearing  in  the 
Commission’s  order:  “The  fair  present  value  of 
the  properties  can  be  determined  in  no  other  way 
except  by  a  new  valuation  which  would  take  into 
consideration  all  of  the  elements  of  value  in  Ac¬ 
cordance  with  the  decisions  of  the  Courts”,  j 
The  effect  of  the  order  of  the  Commission  if 
taken  as  a  whole,  was  merely  to  state  to  the  com¬ 
panies  that  while  it  deemed  a  revaluation  of  their 
properties  necessary,  and  that  insufficient  evidence 
had  been  presented  by  them,  the  Commission, 
through  an  apparent  desire  to  afford  the  com¬ 
panies  every  opportunity  to  avoid  the  expense  of  a 
revaluation  held  the  cause  open  to  permit  spell 
presentation.  The  companies  being  unwilling, 
or  unable,  to  present  proper  and  sufficient  evidence 
on  which  the  Commission  could  intelligently  act, 
and  anticipating  that  a  failure  to  do  so  would  re¬ 
sult  in  a  revaluation,  deliberately  entered  their 
appeal  to  the  Supreme  Court  of  the  District  of 
Columbia  before  giving  notice  to  the  Commission 
that  they  elected  to  stand  upon  the  record  as  mhde. 
This  procedure  was  adopted  for  but  one  reason — 
to  divest  the  Commission  of  jurisdiction  and  thus 
prevent  the  granting  of  the  pending  motion  fbr  a 
revaluation  which  was  the  only  course  left  to  the 
Commission,  and  which  it  intimated  by  the  ilast 
mentioned  quotation,  it  would  follow  if  the  com¬ 
panies  failed  to  avail  themselves  of  the  opportunity 
to  furnish  satisfactory  proof.  j 

The  Supreme  Court  of  the  United  States  ill  the 
case  of  Kingman  &  Co .  vs.  Western  Mfg.  Co.,;  170 
U.  S.  675,  recognizes  the  fact  that  where  a  motion 
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is  pending  jurisdiction  is  not  lost  so  long  as  power 
to  grant  the  motion  exists,  and  that  there  is  no  final 
judgment  in  the  sense  that  the  writ  of  error  may 
be  applied  for.  In  this  connection,  the  Supreme 
Court  had  the  following  to  say : 

“It  is  true  that  a  writ  of  error  does  not 
lie  from  this  Court  or  the  Courts  of  Appeals 
to  review  an  order  denying  a  motion  for  a 
new  trial,  nor  can  error  be  assigned  on  such 
an  order  because  the  disposition  of  the  mo¬ 
tion  is  discretinary;  but  the  Court  below 
while  such  a  motion  is  'pending  has  not  lost 
its  jurisdiction  over  the  case ,  and  having 
power  to  grant  the  motion,  the  judgment  is 
not  final  for  the  purpose  of  taking  out  the 
writ.”  (Italics  ours)  (p.  680) 

The  Public  Utilities  Commission  is  specifically 
authorized  by  paragraph  9  of  the  Public  Utility 
Act  on  its  own  initiative  to  “make  a  revaluation  of 
the  property  of  any  public  utility”. 

From  a  practical  point  of  view,  and  in  the  inter¬ 
est  of  conservation  of  the  time  of  the  various 
Courts  of  this  jurisdiction,  it  is  extremely  impor¬ 
tant  that  functions  primarily  vested  by  Congress 
in  the  Commission  not  be  usurped  in  any  measure 
by  the  Courts.  The  matter  of  public  utility  regu¬ 
lation  is  highly  specialized.  The  personnel  of  the 
Commission  are  to  a  large  measure  technicians. 
They  have  at  their  disposal  experts  in  the  matter 
of  operation  of  the  various  utilities,  the  fixing  of 
rates  and  schedules,  which,  with  due  respect  to  the 
personnel  of  our  tribunals,  is  seldom  found  in  the 
courts.  In  addition,  most  of  the  hearings  involv¬ 
ing  the  matter  of  valuation,  rates  or  the  like, 
cover  of  necessity  a  prolonged  period.  Therefore, 
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the  usurpation  of  the  jurisdiction  of  the  Commis¬ 
sion  would  disrupt  the  general  order  of  business 
coming  before  the  Courts.  Realizing  all  of  this, 
Congress,  in  its  wisdom,  set  up  the  Public  Utilities 
Commission  and  authorized  the  employment  by  it 
of  personnel  adequate  to  deal  with  and  make  de¬ 
terminations  of,  in  the  first  instance,  all  questions 
relating  to  utilities  in  this  jurisdiction.  ! 

Not  only  did  Congress  see  the  necessity  for  such 
an  organization  as  the  Public  Utilities  Commis¬ 
sion,  but  the  Supreme  Court  of  the  United  States, 
in  any  number  of  cases,  has  recognized  its  function 
and  held  that  judicial  interference  should  never 
occur  except  in  a  case  clearly  beyond  all  doubt  con¬ 
stituting  a  flagrant  atack  upon  the  rights  of  prop¬ 
erty  under  the  guise  of  regulation.  The  effect  of 
the  determination  by  the  Commission,  before  the 
court  is  justified  in  intervening,  must  be  to  deny 
just  compensation  for  private  property  taken  for 
public  use  ( San  Diego  L .  &  Town  Co.  vs.  National 
City ,  174  U.  S.  739,  and  many  other  cases  by  that 
tribunal  to  the  same  effect).  j 

In  an  action  to  test  the  validity  of  an  ord^r  of 
the  Commission  fixing  the  return  on  the  property 
of  a  railroad  company,  the  Supreme  Court  has  held 
that  it  cannot  consider  an  issue  of  fact  relative  to 
value,  which  was  primarily,  at  least,  comnutted 
by  the  Act  to  the  Commission  when  the  carrier  has 
not  invoked  the  decision  of  that  tribunal.  ( Day - 
ton-Goose  Creek  Ry .  Co.  vs.  U.  S.,  263  U.  S.  456.) 

Likewise  it  has  held  that  it  cannot  “substitute 
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its  judgment  for  that  of  the  legislature  or  of  the 
Commission  lawfully  constituted  by  it  as  to  mat¬ 
ters  within  the  province  of  either”.  (Minnesota 
Rate  Cases,  230  U.  S.  352.)  j 
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Within  very  recent  years,  the  Supreme  Court 
has  denied  the  propriety  of  Courts  even  consider¬ 
ing  the  merits  of  incomplete  valuation  proceedings, 
citing  U .  S.  vs.  Los  Angeles  &  S.L.R.  Co .,  273  U.  S. 
299;  New  York ,  Ontario  &  Western  R.  Co.  vs. 
U.  S.y  14  Fed.,  850,  affirmed  273  U.  S.  652;  U.  S. 
ex.  rel.  Western  Union  Telegraph  Co.  vs.  7.C.C., 
260  U.  S.  756.  This  is  peculiarly  significant  in 
view  of  the  fact  that  the  local  Commission  had  not 
completed  the  proceedings  instituted  before  it 
when  application  was  made  to  the  Supreme  Court 
of  the  District  of  Columbia. 

We  respectfully  submit  that  the  trial  court  erred 
in  entertaining  the  appeals  of  the  companies,  as 
the  order  complained  of  was  not  final,  and  as  a 
correct  interpretation  of  the  statute  authorizes 
appeals  only  from  a  final  order. 

THE  TRIAL  COURT  ERRED  IN  NOT  RE¬ 
MANDING  THE  CAUSE  TO  THE  PUBLIC 
UITLITIES  COMMISSION  FOR  FURTHER 
PROCEEDINGS  AFTER  DETERMINING  THE 
ORDER  TO  HAVE  BEEN  FINAL  AND  EVEN 
AFTER  HAVING  FOUND  THAT  THE  COM¬ 
PANIES  HAD  ESTABLISHED  A  PRIMA 
FACIE  CASE. 

The  situation  here  presented  is  analagous  in  all 
particulars  to  the  case  where  a  bill  is  filed  in 
equity,  evidence  presented  tending  to  prove  the 
allegations  thereof,  a  motion  made  at  the  conclus¬ 
ion  of  the  plaintiff’s  cause  to  dismiss  on  the  ground 
that  the  evidence  fails  to  sustain  the  allegations  of 
the  bill,  and  the  motion  to  dismiss  is  granted  by 
the  trial  justice.  If  under  these  facts  an  appeal  be 
perfected  and  the  cause  tried  before  an  appellate 


t 


21 


court,  and  the  latter  body  deem  the  evidence  pre¬ 
sented  by  the  plaintiff  is  sufficient  to  sustain  the 
bill  then  the  function  of  that  court  is  to  reverse 
the  ruling  of  the  trial  court  and  remand  the  cause 
for  further  proceedings  not  inconsistent  with  its 
determination.  Upon  return  of  the  cause,  defend¬ 
ant  should  then  be  permitted  to  offer  such  proof 
as  he  may  have  tending  to  refute  that  presented 
by  the  plaintiff.  The  trial  justice  would  then  pass 
upon  the  case  in  the  light  of  the  evidence  of  the 
plaintiff  and  the  defendant.  In  the  instant  case, 
the  trial  court  having  determined  that  the:  com¬ 
panies  had  made  a  prima  facie  case,  should  have 
remanded  the  cause  to  the  Commission  with  in¬ 
structions  to  proceed  further  in  the  cause,  j  Such 
a  course  would  have  enabled  the  Commission  to 
have  presented  facts  tending  to  refute  those  pre¬ 
sented  by  the  companies,  as  well  as  such  affirma¬ 
tive  data  as  it  might  have  had,  or  been  able  to 
obtain  relating  to  the  issues  involved.  Iiji  this 
way,  and  this  way  alone,  could  an  equitable  de¬ 
termination  of  the  case  be  made  and  the  full  intent 
and  purpose  of  the  statute  compiled  with,  j  As  a 
practical  proposition  with  the  matter  actually 
pending  in  Court,  the  Commission  was  without 
funds  to  obtain  experts  to  present  evidence  bn  its 
behalf,  whereas  had  the  cause  been  remanded,  it 
could  have,  under  the  Act  of  March  3,  1927,  made 
a  demand  on  the  companies  involved  for  funds 
with  which  to  employ  experts  to  testify  on  behalf 
of  the  public  and  thus,  at  least,  made  a  bi-party 
record. 

The  last  mentioned  Act  does  not  permit  the 
Commission  to  call  upon  a  public  utility  for  funds 
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for  use  in  connection  with  any  case  actually  pend¬ 
ing  in  Court. 

Due  to  lack  of  funds  and  the  inability  to  obtain 
them  under  the  act  of  1927,  after  this  proceeding 
got  into  Court,  and  the  retention  thereof  by  the 
Court,  the  Commission  was  unable  to  present  in 
the  trial  any  testimony  with  the  exception  of  that 
obtained  through  Mr.  John  Zelinski  who  could, 
due  to  extreme  limitation  on  the  regular  funds  of 
the  Commission,  be  employed  only  for  a  short  time 
and  as  a  result  thereof  made  only  an  extremely 
cursory  examination  of  the  roadway  and  rolling 
stock  of  the  two  companies  as  to  depreciation,  de¬ 
ferred  maintenance  and  obsolescence.  The  testi¬ 
mony  of  this  witness  did  show  there  had  been  sub¬ 
stantial  depreciation,  obsolescence  and  deferred 
maintenance  in  the  properties  of  the  companies. 
Because  of  limited  time  the  witness  could  devote 
to  this  work,  he  considered  only  the  cost  of  placing 
the  property  (roadway  and  rolling  stock)  in  oper¬ 
ating  condition  and  did  not  consider  the  inherent 
physical  depreciation  arising  from  age  or  other 
causes.  In  truth,  no  evidence  was  presented  on 
behalf  of  the  Public  Utilities  Commission,  as  that 
presented  by  the  witness  last  mentioned  was  mere¬ 
ly  illustrative  of  the  fact  that  a  complete  investi¬ 
gation  of  the  property  was  necessary  before  an 
adequate  and  proper  determination  of  the  rate 
bases  of  these  companies  could  be  determined. 

THE  COURT  SHOULD  HAVE  REMANDED 
THE  CASE  TO  THE  COMMISSION  WITH 
INSTRUCTIONS  TO  VALUE  ' 

Even  assuming  that  the  order  of  the  Commission 
was  intended  to  be  final,  the  Court  should  not  have 
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passed  upon  the  merits  of  the  question  of  rates  of 
fare  without  satisfactory  evidence  as  to  value,  but 
should  have  remanded  the  case  to  the  Public  Utili¬ 
ties  Commission  with  instructions  to  ascertain  the 
present  fair  value  of  the  properties  of  the  plain¬ 
tiffs.  The  Supreme  Court  of  the  United  States 
has  consistently  held,  ever  since  Smythe  v.  Aynes, 
169  U.  S.  466,  that  the  reasonableness  of  rates  is 
dependent  upon  the  ascertainment  of  the  yielii  of 
the  net  return  upon  the  present  value  of  the  prop¬ 
erty  used.  Certainly  in  the  absence  of  definite 
findings  of  value  the  trial  court  erred  in  granting 
an  increase  in  the  rate  of  fare.  In  its  opinion  the 
Court  said : — 


“This  is  not  a  proceeding  for  the  valua¬ 
tion  of  the  properties  of  the  railways,  and 
the  question  of  value  involved  is  only!  im¬ 
portant  upon  the  question  of  the  rath  of 
return  upon  the  properties.  If,  then,  it 
should  appear  that  allowing  for  any  errors 
on  the  part  of  the  companies  the  rate  of 
return  under  the  present  rate  of  fare  is 
confiscatory  as  based  upon  what  the! evi¬ 
dence  shows  to  be  the  minimum  valiie  of 
the  properties,  the  errors  of  over-valuation 
may  be  disregarded.”  (Tr.  p.  170) 

It,  therefore,  appears  that  the  Court  believed  it 


essential  to  ascertain  the  minimum  value  of  the 
properties.  This  the  Commission  had  not  done. 
As  a  matter  of  fact,  it  found  that  additional!  evi¬ 
dence  would  be  required  before  even  an  approxima¬ 
tion  of  the  present  value  of  the  properties  of  the 
plaintiffs  could  be  ascertained.  There  wa^  no 
finding  of  value  from  which  the  plaintiffs  could 
appeal,  but  rather  a  finding  that  on  the  evidence 
of  the  plaintiffs: —  before  the  Commission,  j, 
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“No  revamping  of  the  accounts  of  the 
companies  would  make  possible  the  ascer¬ 
tainment  of  their  true  fair  value  as  of  to¬ 
day,  and  there  are  not  sufficient  facts  in 
the  record  to  make  possible  such  a  restate¬ 
ment  of  investment.  The  fair  present 
value  of  the  properties  can  be  determined 
in  no  other  way  except  by  a  new  valuation 
which  would  take  into  consideration  all  of 
the  elements  of  value  in  accordance  with 
the  decisions  of  the  courts.”  (Tr.  p.  99) 

The  proceedings  from  which  this  appeal  is  taken 
were  in  the  nature  of  an  administrative  review  of 
the  findings  of  the  Public  Utilities  Commission. 
In  Keller  vs.  the  Potomac  Electric  Company ,  261 
U.  S.  428  at  441,  the  Supreme  Court  of  the  United 
States  said: — 

“Under  the  law,  the  proceeding  in  the 
District  Supreme  Court  is  of  a  very  special 
character.  The  court  may  be  called  in  to 
advise  the  Commission  as  to  the  elements  of 
value  to  be  by  it  considered,  at  any  stage  of 
the  hearing  before  the  Commission.  To 
modify  or  amend  a  valuation,  or  a  rate,  or 
a  regulation  of  the  Commission  as  inade¬ 
quate,  as  the  court  is  authorized  to  do, 
seems  to  us  necessarily  to  import  the  power 
to  increase  the  valuation,  or  rate,  or  to 
make  a  regulation  more  comprehensive,  and 
to  consider  the  evidence  before  it  for  this 
purpose.  In  other  words,  the  proceeding 
in  court  is  an  appeal  from  the  action  of  the 
Commission  in  the  chancery  sense.In  the 
briefs  of  counsel  for  the  Commission  it  is 
so  termed.  The  form  which  the  bill  filed 
is  given  by  the  Electric  Company  is  that  of 
a  series  of  exceptions  to  the  rulings  of  the 
court  on  the  evidence  and  at  every  stage  of 
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the  hearing  and  finally  to  the  conclusions 
of  the  fact  as  against  the  weight  of  the 
evidence.  Paragraph  69  is  significant  in 
its  indication  that  issues  of  fact  as  to  in¬ 
adequacy  of  the  action  by  the  Commission 
are  to  be  passed  on  by  the  court.”  j 

It  is  further  indicated  that  the  proceeding  is 
primarily  legislative  in  character. 

In  the  present  proceeding  the  Court  required 
the  plaintiffs  to  elect  as  to  whether  they  would 
proceed  in  the  form  of  an  appeal  from  the  Public 
Utilities  Commission’s  order  or  alternatively  in 
support  of  their  allegations  of  confiscation  of  their 
property  in  violation  of  the  provisions  of  the  Fed¬ 
eral  Constitution.  The  plaintiffs  elected  to  pro¬ 
ceed  under  the  Public  Utilities  Act  and  are,  there¬ 
fore,  peculiarly  limited  as  to  the  extent  of! their 
relief  in  the  Court  by  the  terms  of  that  Act.  Para¬ 
graph  69  of  the  Public  Utilities  Act  reads  as  fol¬ 
lows  : — 

i 

“That  in  all  trials,  actions,  and  proceed¬ 
ings  arising  under  the  provisions  of  this 
section  or  growing  out  of  the  exercise  of  the 
authority  and  powers  granted  herein  to  the 
commission,  the  burden  of  proof  shall  be 
upon  the  party  adverse  to  such  commission 
or  seeking  to  set  aside  any  determination, 
requirement,  direction,  or  order  of  said 
commission  to  show  by  clear  and  satis¬ 
factory  evidence  that  the  determination, 
requirement,  direction,  or  order  of  the  com¬ 
mission  complained  of  is  inadequate,  unrea¬ 
sonable,  or  unlawful,  as  the  case  may  be.” 

i 

We  will  hereafter  endeavor  to  show  that  the 
plaintiffs  have  not  sustained  the  burden  of  proof 
as  to  the  present  value  of  their  property,  as  to  their 
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net  income,  or  as  to  the  probable  increase  in  in¬ 
come  which  would  result  from  the  rates  of  fares 
for  which  they  applied.  The  Act  also  provides  in 
Paragraph  68: — 

“That  if  the  commission  shall  rescind  its 
order  complained  of  the  proceeding  or  suit 
shall  be  dismissed ;  if  it  shall  alter,  modify, 
or  amend  the  same,  such  altered,  modified, 
or  amended  order  shall  take  the  place  of  the 
original  order  complained  of  and  judgment 
shall  be  rendered  thereon  as  though  made 
by  the  commission  in  the  first  instance.  If 
the  original  order  shall  not  be  rescinded  or 
changed  by  the  commission,  judgment  shall 
be  rendered  upon  such  original  order,  and 
costs  shall  be  taxed  as  may  be  deemed 
proper  under  the  circumstances.” 

It  is  obvious  that  the  Commission  had  at  all 
times  control  of  the  proceeding  to  the  extent  that 
by  rescinding  its  provisional  order  from  which  the 
plaintiffs  appealed  and  continuing  with  a  presenta¬ 
tion  of  evidence  as  to  value,  it  might  remove  from 
the  jurisdiction  of  the  Court  the  present  cause  and 
might  then  have  proceeded  as  was  the  intention  of 
the  Act,  to  ascertain  the  present  value  of  the  prop¬ 
erty,  the  true  return  thereon,  and  the  reasonable¬ 
ness  of  increased  rates  of  fare. 

In  connection  with  its  order  the  Commission 
said : — 


“The  proceeding  has  been  left  open  for 
the  taking  of  further  testimony  with  re¬ 
spect  to  certain  features  of  the  case.  It, 
therefore,  is  unnecessary  at  this  time  to 
rule  upon  the  several  motions  made  at  the 
hearing.”  (Tr.  p.  103) 
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One  of  the  motions  so  pending  was  a  motion  for 
the  ascertainment  of  the  present  value  of  the 
property  of  the  plaintiffs.  Upon  this  motion  the 
Commission,  as  above  stated,  had  reserved  th^  rul¬ 
ing  until  a  later  stage  in  the  case.  Nevertheless, 
in  its  opinion  the  Court  held : — 

“As  to  the  motion  for  a  revaluation,  it 
appears  that  the  Commission  has  under  its 
consideration  a  motion  for  that  purpose  and 
I  do  not  think  that  the  Court  shall  act  upon 
such  a  motion  primarily,  unless  it  be  neces¬ 
sary  for  a  determination  of  the  matter  be¬ 
fore  it  and  I  do  not  think  it  is  necessary.” 
(Tr.  p.  172) 

From  all  of  the  above  it  will  appear : —  j 

1.  That  the  Court  recognized  that  it  was  es¬ 
sential  to  determine  at  least  the  minimum j  fair 
value  of  the  properties  of  the  plaintiffs  before  any 
finding  that  the  rates  of  fare  were  unreasonable 
could  be  made. 

2.  That  the  Court  was  informed  that;  the 

i 

Commission  had  under  consideration  a  motion  for 
the  revaluation  of  the  properties. 

3.  That  the  intention  of  Congress  as  indicated 
by  the  Public  Utilities  Act  was  that  the  Commis¬ 
sion  should,  when  necessary,  initiate  valuation  of 
the  properties  of  public  utilities,  and  thatj  the 
Court  should  remand  all  additional  evidence  aris¬ 
ing  on  appeal  before  it  to  the  Commission  with 
necessary  instructions  so  that  specific  and  definite 
administrative  determination  of  essential  facts 
might  be  made  upon  which  the  Court  in  its  appel¬ 
late  legislative  capacity  could  pass.  We,  there¬ 
fore,  urge  that  the  Court  erred  in  fixing  rates  of 
fare  without  specific  findings  as  to  the  present 


i 
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value  of  the  properties  of  the  plaintiffs  and  in 
failing  to  remand  the  causes  to  the  Commission 
with  instructions  to  make  such  primary  findings. 

THE  COURT  ERRED  IN  OVERRULING  THE 
DEFENDANT’S  MOTION  TO  DISMISS  THE 
BILL  OF  COMPLAINT  OF  THE  WASHING¬ 
TON  RAILWAY  AND  ELECTRIC  COM¬ 
PANY. 

In  its  opinion  the  Court  stated : 

“While  the  Commission  apparently 
thought  that  an  entirely  new  valuation 
should  be  made,  it  took  no  steps  to  have  it 
done.  It  has  the  authority  to  order  one 
made,  but  did  not  do  so  and  failed  to  act 
upon  the  motion  for  that  purpose.  I  think 
that  these  valuations  are  intended  as  stand¬ 
ards  and  bases  upon  which  subsequent  valu¬ 
ations  can  be  made  taking  into  consider¬ 
ation  subsequent  changes,  certainly  for  a 
reasonable  time  unless  a  sufficient  cause  be 
shown  for  a  new  valuation.  But  here  none 
was  ordered.” 

In  this  connection  it  may  be  stated  that  on  August 
23,  1930,  the  Commission  commenced  a  reinven¬ 
tory  and  a  revaluation  of  the  properties  of  the 
Capital  Traction  and  the  Washington  Railway  and 
Electric  Companies.  This  was  in  accord  with  the 
intention  of  the  Commission  at  the  time  its  order 
complained  of  here  was  entered.  This  was  the 
only  logical  procedure  which  could  follow  the  find¬ 
ings  of  the  Commission  with  respect  to  the  evi¬ 
dence  on  valuation  adduced  by  the  plaintiffs  at  the 
hearing.  Since  these  valuations  were  commenced 
subsequent  to  the  finding  of  the  order  of  the  Court 
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from  which  this  appeal  was  taken,  they  cannpt,  of 
course,  have  been  considered  by  the  Court  in  the 
preparation  of  its  opinion.  Nevertheless  the  fact 
that  revaluation  was  undertaken  is  a  clear  indica¬ 
tion  of  the  defects  of  the  evidence  as  to  value  and  of 
the  intention  of  the  Commission.  The  phrase  in  the 
opinion  “I  think  that  these  valuations  are  intended 
as  standards  and  bases  upon  which  subsequent 
valuations  can  be  made  taking  into  consideration 
subsequent  changes,  certainly  for  a  reasonable 
time  unless  a  sufficient  cause  be  shown  for  a  new 
valuation.  But  here  none  was  ordered.”,  j  is  a 
satisfactory  indication  that  in  the  opinion  of  the 
Court,  the  failure  of  the  Commission  to  order  a  new 
valuation  prior  to  making  any  findings  as  to  rates 
of  fare  justified  the  Court  in  proceeding  with  the 
valuation  itself.  The  evidence  adduced  by  the 
plaintiffs  in  the  opinion  of  the  Court  constituted 
mere  “standards  and  bases”  upon  which  a  “mini¬ 
mum  value”  was  ascertained  and  a  new  rate  sched¬ 
ule  promulgated.  We  must  therefore  consider 
whether  the  evidence  of  record  could  possibly  $erve 
as  a  basis  for  determination  of  the  value  of  the 
properties.  If  there  is  anything  clear  with  re¬ 
spect  to  valuation  it  is  that  the  factors  considered 
must  be  applicable  to  the  present  and  not  to  the 
past.  In  Potomac  Electric  Power  Company  v.  the 
Public  Utilities  Commission ,  51  App.  D.  C.  77,  79, 
the  Court  of  Appeals  of  the  District  of  Columbia 
said: 

I 

i 

“The  principle  object  of  valuation,  of 
course,  is  to  provide  a  rate  base,  and  the 
statute  clearly  contemplates  that  the  Com¬ 
mission  shall  ascertain  the  value  as  of  ‘the 
time  of  said  valuation/  and  n6t  as  of  ^ome 
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anterior  date.  It  has  been  ruled  many 
times  that  there  must  be  a  fair  return  to  a 
public  utility  ‘upon  the  reasonable  value  of 
the  property  at  the  time  it  is  being  used  for 
the  public/  San  Diego  Land  &  Toivn  Co.  v. 
National  City ,  174  U.  S.  739,  757,  19  Sup. 
Ct.  804,  43  L.  Ed.  1154;  Minnesota  Rate 
Cases,  230  U.  S.  352,  434,  33  Sup.  Ct.  729, 
57  L.  Ed.  1511,  48  L.R.A.  (N.S.)  1151, 
Ann.  Cas.  1916A,  18.” 

The  Court  further  said : 

“We  are  of  the  view,  therefore,  that  the 
present  cost  of  reproduction  is  one  of  the 
necessary  elements  for  consideration,  along 
with  other  relevant  facts,  in  fixing  the  fair 
and  reasonable  value  of  the  property.  The 
law  deals  with  existing  conditions  and  not 
with  abstract  theories. 

“It  follows  that  the  decree  must  be  re¬ 
versed,  and  the  cause  remanded  for  further 
proceedings  not  inconsistent  with  this 
opinion.” 

What  was  the  evidence  presented  to  the  Court 
in  these  causes?  No  new  evidence  was  offered 
before  the  Court  by  the  plaintiffs,  the  entire  record 
tendered  was  on  appeal.  With  precisely  the  same 
evidence  which  the  Commission,  skilled  and 
equipped  to  determine  values,  found  wholly  specu¬ 
lative  and  unsatisfactory,  the  Court  found  no 
difficulty  in  so  clearly  finding  “minimum  value” 
that  a  specific  rate  increase  was  ordered. 

Let  us  consider  the  evidence  in  the  case  of  the 
Washington  Railway  and  Electric  Company.  The 
only  evidence  as  to  value  is  shown  in  the  opinion 
of  the  Court  as  being  a  value  fixed  by  the  Commis¬ 
sion  in  1919  on  the  basis  of  prices  as  of  1914,  and 
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of  inventory  and  inspection  during  the  years  im¬ 
mediately  subsequent  to  1914,  and  a  subsequent 
rate  base  as  of  December  31,  1921,  of  $17,236,- 
409.58.  The  remaining  evidence  of  the  Washing¬ 
ton  Railway  and  Electric  Company  as  to  value 
consisted  in  accounting  records  of  the  cost  of  al¬ 
leged  additions  and  betterments  since  that,  time. 
There  is  not  the  slightest  claim  or  contention  on 
the  part  of  the  Washington  Railway  and  Electric 
Company  that  it  has  currently  inventoried,  in¬ 
spected,  or  priced  its  property  for  the  purpbse  of 
ascertaining  the  present  cost  of  reproduction  new 
or  of  determining  the  amount  of  depreciation  ex¬ 
istent  in  the  property  as  of  the  date  of  its  appeal 
from  the  Commission  order.  Its  officials  conceded 
that  the  valuation  upon  which  they  relied  |  is  at 
least  ten  years  old  that  the  necessary  examination 
of  the  property  took  place  during  a  period  of  from 
fifteen  to  seventeen  years  ago.  In  Smith  y.  the 
Illinois  Bell  Telephone  Company ,  75  L.  edi  133, 
decided  December  1,  1930,  by  the  Supreme  Court 
of  the  United  States,  the  Court  had  before  jit  the 
final  definite  valuation  order  of  the  property  of  the 
utility  made  by  the  Commission  in  1923.  j  Five 
years  intervened  before  determination  by  the 
United  States  District  Court,  38  Fed.  2nd  77, 
which  based  its  opinion  on  conditions  existing  at 
the  time  of  the  Commission’s  order  in  1923l  As 
to  this  Chief  Justice  Hughes  wrote :  I 

“The  conclusion  reached  by  the  court  as 
to  confiscation  had  particular  reference  to 
the  evidence  bearing  upon  the  business  of 
the  year  1923.  The  court  said  that  this 
finding  applied-  ‘with  increasing  force  to 
the  succeeding  years.’  But  no  findings 
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were  made  as  to  the  value  of  the  property 
and  the  revenues  and  expenses  in  these 
years.  A  rate  order  which  is  confiscatory 
when  made  may  cease  to  be  confiscatory, 
or  one  which  is  valid  when  made  may  be¬ 
come  cohfiscatory  at  a  later  period.  Des 
Moines  Gas  Co .  v.  Des  Moines ,  238,  U.  S. 
153,  172,  173,  59  L.  ed.  1244,  1253,  1254, 
P.U.R.  1915D,  577,  35  S.  Ct.  811;  Lincoln 
Gas  &  E .  L.  Co.  v.  Lincoln,  250  U.  S.  256, 
268,  269,  63  L.  ed.  968,  976,  977,  39  S.  Ct. 
454;  Brush  Electric  Co.  v  Galveston,  262 
U.  S.  443,  446,  67  L.  ed.  1076,  1077,  43  S. 
Ct.  606;  Blue  field  Waterworks  &  Improv. 
Co.  v.  Public  Serv.  Commission ,  262  U.  S. 
679,  692, 693,  67  L.  ed.  1176, 1182, 1183,  43 
S.  Ct.  675.  In  view  of  this  fact,  and  as  the 
disposition  of  the  amount  withheld  by  the 
company  under  the  conditions  of  the  inter¬ 
locutory  injunction  will  depend  on  the  final 
decree,  there  should  be  appropriate  findings 
as  to  the  results  of  the  intrastate  business 
in  Chicago  and  the  effect  of  the  rates  in 
question  for  each  of  the  years  since  the 
date  of  the  commission's  order." 

It  should  be  borne  in  mind  that  the  year  1923 
was  one  of  the  years  referred  to  by  the  Supreme 
Court  in  the  Indianapolis  Water  case,  272  U.  S. 
400,  as  the  new  plateau  of  prices  and,  therefore, 
was  not  subject  to  criticism  as  being  the  pre-war 
period.  Nevertheless,  the  Court  found  that  the 
determination  of  value  was  obsolete  and  remanded 
the  case  for  current  findings.  How  much  more 
defective  would  be  the  use  of  a  valuation  from  two 
to  three  times  as  old  with  an  intervening  period 
longer  than  the  total  life  of  much  of  the  equipment 
of  the  utility? 

Mr.  Ham,  President  of  the  Washington  Railway 
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and  Electric  Company,  stated  that  a  revelatiojn  at 
this  time,  would,  in  his  opinion,  afford  more  exact 
information  as  to  the  value  of  the  property,  j  but 
that  he  felt  there  was  sufficient  evidence  before  the 
Commission  for  it  to  judge  whether  or  not|  his 
company  is  entitled  to  relief  (Tr.  p.  261) ;  that  a 
revaluation  at  this  time  would  be  helpful  to  the 
Commission  in  reaching  a  conclusion.  j 

Mr.  Ham  conceded  that  without  revaluation  it 
would  be  impossible  to  make  a  comparison  o^  the 
amount  of  depreciation  at  present  and  the  amount 
deducted  in  the  valuation  of  1919. 

He  said: 

i 

i 

i 

“I  do  not  know  whether  the  property  has 
actually  depreciated  since  July  1,  1914,  or 
not,  so  that  it  would  be  impossible  to  make 
a  comparison  as  between  those  two  dates.” 
(Tr.  p.  262)  j 

He  further  said  in  answer  to  a  question  ais  to 
the  extent  of  depreciation :  I 

“I  hesitate  to  express  an  opinion  because 
I  haven't  any  knowledge  upon  which  to  base 
such  an  opinion.  It  would  require  art  ex¬ 
amination  of  the  property  today  and\  the 
amount  of  observed  depreciation  would 
have  to  be  compared  with  an  uncertain 
quantity,  which  we  do  not  know  even  the 
amount  of,  as  to  the  observed  depreciation 
that  existed  at  the  time  in  191U” 

i 

\ 

No  inventory  of  the  properties  of  this  company 
exists  except  that  made  as  of  July  1, 1914.  Iri  the 
valuation  of  the  Commission  as  of  July  1,  1919, 
the  valuation  of  1914  was  brought  down  toj  the 
latter  date  by  adding  thereto  additions  and  better- 
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ments  at  cost  and  subtracting  therefrom  the  prop- 
ery  retired.  In  addition  to  the  physical  proper¬ 
ties  of  the  company,  the  Commission  gave  consider¬ 
ation  to  the  going  concern  value  of  the  company. 
The  Commission  also  found  in  its  order  that  the 
actual  depreciation  existing  in  the  company’s 
properties  amounted  to  $3,273,626.00,  but  stated 
that  a  less  sum  would  be  deducted  on  account  of 
depreciation.  From  the  order  of  the  Commission 
it  is  impossible  to  determine  the  exact  amount  of 
depreciation  deducted  or  the  classes  of  property  on 
which  such  deductions  were  made.  It  is  also  im¬ 
possible  to  determine  what  amount  the  Commission 
allowed  for  going  concern  value.  The  Commission 
fixed  the  value  of  the  property  as  of  July  1,  1919, 
at  $16,106,368.14. 

From  this  valuation  the  Washington  Railway 
and  Electric  Company  and  its  subsidiaries  (now 
a  part  of  its  system) ,  appealed  to  this  Court,  which 
appeals  are  now  pending  under  the  following  num¬ 
bers:  Equity  Nos.  37,449,  37,450  and  37,451. 
These  cases  have  not  been  prosecuted  to  a  conclu¬ 
sion,  but  to  all  intents  and  purposes  have  been 
abandoned  notwithstanding  the  request  of  the 
Washington  Railway  and  Electric  Company  that 
said  appeals  be  made  a  part  of  this  proceeding 
(Tr.  p.  196). 

In  the  present  proceeding  the  company  relies 
upon  its  1919  valuation  and  seeks  to  bring  it  down 
to  date  by  showing  net  additions  and  betterments 
at  cost  amounting  to  $3,104,471.25,  of  which  more 
than  half  a  million  dollars  were  added  during  the 
year  1920,  when  the  average  cost  index  figure  was 
244.7  as  against  203.1  for  the  year  1928  (Tr.  p. 
218).  This  company  claims  a  fair  value  as  of 
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December  31,  1928,  of  $19,210,899.39,  whiclj  in¬ 
cludes  no  deduction  for  depreciation  in  excess  of 
that  deducted  by  the  Commission  from  the  1914 
valuation.  (Exhibit  122.) 

The  company  failed  to  offer  in  evidence  any  in¬ 
ventory  of  its  properties  as  of  any  date  subsequent 
to  July  1,  1914.  While  the  Commission  took 
judicial  notice  of  the  annual  reports  of  this  com¬ 
pany  since  1919,  it  is  impossible  to  reconstruct 
from  these  reports  a  physical  inventory  of  the 
property  which  the  company  claims  should  be  con¬ 
sidered  in  arriving  at  its  fair  value.  I 

To  illustrate,  in  the  monthly  reports  of  this 
company  appear  such  items  as, 

“Rebuilding  all  existing  conduit  track  on 
Connecticut  Avenue  from  M  Street  to  Du¬ 
pont  Circle.” 

The  accounts  do  not  disclose  whether  this  track 
was  constructed  of  heavier  or  lighter  rail  than  the 
old  track  nor  whether  the  same  or  a  different  kind 
of  yoke  or  slot  rail  was  used.  j 

Retirements  are  made  from  fair  value  at  cost, 
if  not  known,  reliance  being  placed  largely  upon 
the  estimate  of  original  cost  by  Mr.  Sangster 
(Tr.  p.  205).  ! 

As  a  further  illustration  of  the  imposibility  of 
determining  fair  value  from  an  inventory  as  of 
1914  built  up  by  net  additions  and  betterments  to 
date,  we  call  attention  to  the  record  (Tr.  pp.  297, 
298,  279),  wherein  it  appears  that  from  time  to 
time  land  belonging  to  the  company  has  been  sold 
and  retired  from  fair  value,  not  at  the  figure^  at 
which  it  was  carried  therein,  but  at  original  cost, 
estimated,  if  not  known.  The  record  discloses! the 
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following  discrepancies  between  the  value  of  the 
land  as  carried  in  fair  value  and  the  amount  at 
which  it  was  retired  therefrom,  as  follows: 

“Lots  4,  5  and  6  in  square  3614.  Date 
of  sale;  1921.  Credited  on  books,  $2403.57. 
Reproduction  cost  as  contained  in  the  P.U. 
C.  order  shown  in  table  No.  50,  page  131, 
$11,618. 

“Date  of  sale,  1922,  certain  property  in 
square  No.  4509.  Credited  to  road  and 
equipment,  $2499.25.  Reproduction  cost 
per  P.U.C.,  $8855.61. 

“1923,  sale  of  property,  part  of  lots  805 
and  820  in  square  east  of  No.  1264 ;  credited 
to  road  and  equipment,  $933.49;  shown 
P.U.C.  reproduction  cost,  $7589.36. 

“Date  of  sale  1923,  lot  No.  1  in  square 
east  of  No.  1264,  south  of  Q  Street;  credited 
to  road  and  equipment  $194.95.  Amount 
shown  in  P.U.C.  reproduction  cost 
$1584.98. 

“In  1923,  part  sold,  parcel  2751.  Credit¬ 
ed  to  road  and  equipment,  $1183.50.  The 
same  figures  shown  in  P.U.C.  reproduction 
cost. 

“Sale  in  1923,  land  in  lot  No.  20,  taxed  as 
lots  805  and  824,  in  square  east  of  1264 
south  of  Q  Street;  credited  to  road  and 
equipment,  $2477.  Shown  in  P.U.C.  Valu¬ 
ation,  $20,138.26. 

“1924,  a  transaction  in  connection  with 
property  at  Shannon  Place  and  U  Street, 
Southwest.  Credited  to  road  and  equip¬ 
ment,  $317.40.  Shown  in  P.U.C.  valuation 
$190.35. 

“Sold  in  1925,  property  in  lots  801,  802, 
11,  12,  13,  14  and  15,  in  Square  1030. 
Credited  to  road  and  equipment,  $18,- 
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Reproduction  cost,  P.U.C.,  $19,- 


“Sold  in  1925,  part  of  lot  14  in  square 
1256.  Credited  on  books  $7262.12.  Shown 
in  reproduction  cost,  P.U.C.,  $2426.64.  j 

“Sold  in  1927,  land,  Anacostia  substa¬ 
tion  and  waiting  station.  Credited  on 
books,  $453.25.  P.U.C.  reproduction  cost, 
$650. 


“All  of  these  items  added  together  make 
a  total  credit  to  road  and  equipment  account 
of  $42,606.46,  of  which  the  reproduction 
cost  shown  by  the  P.U.C.  in  its  valuation 
order  No.  339  was  $79,807.18.”  (Tri  pp. 
297, 298)  I 

In  making  retirements  from  capital,  in  cases 
where  their  records  are  not  clear,  the  company 
estimates  the  original  cost  of  the  property  (Tr. 
p.  283).  It  is  impossible  to  state  whether  the 
figures  at  which  the  property  is  retired  corre¬ 
sponds  in  any  degree  with  the  figures  at  which  the 
same  property  is  carried  in  the  valuation  of  1919. 

In  fixing  the  fair  value  of  the  plaintiff Js -prop¬ 
erty  for  rate  making  purposes,  it  must  be  borne 
in  mind  that  reproduction  is  not  to  be  computed 
upon  a  piecemeal  basis,  but  that  the  property  is 
to  be  reproduced  as  a  whole.  It  goes  without  say¬ 
ing  that  the  cost  of  reproducing  upon  the  latter 
basis  would  be  much  lower  than  if  done  piecemeal, 
(Tr.  p.  467).  Thus,  it  is  apparent  that  the  tack¬ 
ing  on  of  additions  and  betterments,  such  aiS  has 
been  done  in  this  case,  to  the  extent  of  the  sum  of 
approximately  $5,000,000.00  to  the  1914  valua¬ 
tion,  brings  about  an  inflation  in  the  value  of 
plaintiff’s  property  which  is  inequitable  to  the 
public. 
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In  the  case  of  Pioneer  Tel  and  Tel .  Company  v. 
Westenhaver ,  29  Okla.  429  (38  L.R.A.  (N.S.) 
1209),  the  court  said: 

“The  fact  that  appellant’s  plant  has  been 
constructed  piecemeal  does  not  increase  its 
present  value,  although  the  cost  of  construc¬ 
tion  by  such  method  may  have  been  greater 
than  if  it  had  been  constructed  at  one  time.” 

In  the  case  of  Chesapeake  and  Potomac  Tele¬ 
phone  Company,  P.U.R.  1926  E,  481,  482,  it  was 
held: 


“In  a  reproduction  cost  estimate,  the 
labor  cost  of  the  plant  to  reproduced  based 
upon  company  experience  in  piecemeal  con¬ 
struction  should  be  modified  so  as  to  take 
into  account  the  saving  due  to  construction 
on  a  large  scale.” 

It  appears  from  cross  examination  of  the  Com¬ 
pany’s  witnesses  that  property  has  been  abandoned 
but  not  retired  from  fair  value,  for  example,  the 
Macomb  Street  line  which  extended  from  Wiscon¬ 
sin  Avenue  and  Macomb  Street  to  the  District 
Line;  the  Portland  Street  line,  extending  from 
Congress  Heights  to  the  steel  plant,  the  stub  end 
of  the  Wisconsin  Avenue  line,  south  of  M  Street,  - 
about  one-half  block  in  length  (Tr.  pp.  237,  268, 
270,  275),  and  tracks  leading  into  and  within  the 
Eleventh  Street  car  barn  which  is  no  longer  used 
for  the  storage  of  cars  (Tr.  p.  275).  This  build¬ 
ing  was  originally  constructed  for  a  horse  car  barn, 
was  later  used  as  an  electric  car  barn,  but  it  now 
used  in  part  as  a  paint  shop  and  the  balance  of  it 
as  a  bus  garage,  with  the  exception  of  the  second 
story  which  is  no  longer  in  use  (Tr.  p.  275). 
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In  the  case  of  Kansas  City  Southern  Railway 
Company  v.  U .  S.,  231  U.  S.  423,  447,  the  Icourt 
said : 

“The  contention  of  the  appellant;  that 
property,  originally  acquired  because  neces¬ 
sary  in  the  construction  of  the  road,  and 
afterwards  abandoned  only  because!  ren¬ 
dered  unnecessary  by  the  improvement  and 
development  of  the  property,  should  remain 
in  the  property  account  as  a  part  qf  the 
stockholders’  investment,  will  be  found, 
upon  analysis,  to  rest  upon  the  unwarrant¬ 
able  assumption  that  all  capital  expendi¬ 
tures  result  in  permanent  accretions  to  the 
property  of  the  company.  This  in  effect 
ignores  depreciation — an  inevitable  fact 
which  no  system  of  accounts  can  properly 
ignore.  A  more  complete  depreciation 
than  that  which  is  represented  by.  a|  part 
of  the  original  plant  that  through  destruc¬ 
tion  or  obsolescence  has  actually  perished  as 
useful  property,  it  would  be  difficult  to 
imagine.  The  fact  that  the  original  invest¬ 
ment  was  necessary  in  order  that  the  second 
investment  might  be  made  is  not  a!  con¬ 
clusive  test.  Reference  is  made  to  the  cost 
of  the  scaffolding  used  in  the  erectioh  of  a 
house,  and  discarded  when  the  house  is 
completed ;  and  to  the  cost  of  the  paper  that 
goes  to  the  waste-basket,  rather  than  tio  the 
printer,  in  the  preparation  of  a  literary 
composition;  but  these  are  fanciful  analo¬ 
gies,  and  do  not  assist  us  here,  where  the 
real  question  is  not  how  shall  original  cost 
be  ascertained,  but  how  shall  subsequent 
depreciation  in  value  be  reckoned  and  ac¬ 
counted  for?”  j 

It  also  appears  that  the  Company  carries  in  fair 
value  a  total  of  four  hundred  and  sixty  passenger 
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cars  of  which  only  three  hundred  and  nineteen  are 
used  during  rush  hours  (Rec.  p.  189,  193).  While 
the  Company  claims  that  only  two  of  these  cars 
(Rec.  p.  295)  have  not  been  used  in  passenger 
service  for  any  great  period  of  time,  it  hardly 
seems  possible  that  one  hundred  and  forty-one  cars 
in  excess  of  those  used  during  the  rush  hour  period 
would  be  necessary  for  the  transaction  of  the  Com¬ 
pany's  business.  It  is  probable  that  many  of  these 
cars,  which,  as  is  hereinafter  pointed  out,  have 
lived  more  than  their  useful  lives,  are  no  longer 
susceptible  of  profitable  use,  and  hence  are  neither 
used  nor  useful  in  street  railway  operations. 

In  the  case  of  In  re  Interstate  Public  Service 
Company,  P.U.R.  1922  B,  711,  the  Indiana  Public 
Service  Commission  held  that  the  value  of  natural 
gas  mains  in  excess  of  the  present  needs  of  a  com¬ 
pany  whose  output  was  materially  decreased 
should  not  be  included  in  the  rate  base. 

“The  public  would  not  expect,  nor  could 
the  utility  insist  upon  a  rate  base  upon  a 
valuation  of  say  $100,000  when  the  volume 
of  business  would  require  an  investment  of 
but  $75,000." 

In  the  case  of  Taylor  v.  Northwest  Light  and 
Water  Company,  P.U.R.  1916  A,  372,  the  Idaho 
Public  Utilities  Commission  held  that  standby 
equipment  should  not  be  included  in  the  rate  base 
merely  because  there  was  a  possibility  of  use.  In 
order  for  this  equipment  to  be  included  there  must 
be  more  than  a  possibility  of  use,  there  must  be  a 
probability . 

It  was  developed  also  at  the  hearing  that  the 
Company  carries  in  claimed  fair  value  an  item 
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covering  the  amount  paid  by  it  for  the  franchises 
of  the  R.  L.  May  line  which  runs  into  Maryland 
(Rec.  p.  262),  which  line  was  purchased  by  the 
Company. 


In  Whitten- Wilcox  “Valuation  of  Public  Service 
Corporations”,  2nd  Edition,  1928,  pages  1208- 
1209,  it  is  said :  ! 


“It  is  clear  from  the  court  decisions  al¬ 
ready  cited  in  this  chapter,  that  while  the 
value  of  the  franchise  is  to  be  excluded 
from  the  rate  base,  the  actual  cost  qf  the 
franchise,  represented  by  the  amounts  paid 
by  the  utility  in  the  first  instance  to  gov¬ 
ernmental  bodies  for  the  franchise  may  be 
included.” 


In  the  case  of  Public  Utilities  Commission  v. 
Capital  Traction  Company ,  57  App.  D.  C.,  85,  87, 
it  was  held  that  the  Capital  Traction  Company  was 
not  entitled  to  include  in  its  value  the  cost  of  the 
franchise  acquired  by  it  from  the  Washington  and 
Georgetown  Railroad  Company,  the  court  saving : 


“In  our  opinion,  no  greater  consideration 
should  be  given  to  the  franchises  acquired 
from  the  Washington  and  Georgetown;  Rail¬ 
road  Company  than  would  be  given  them  if 
that  Company  were  still  a  going  concern 
and  a  valuation  should  be  made  of  its  prop¬ 
erty  under  the  Act  *  *  *  *.  It  is  a  gen¬ 
eral  rule  that  franchises  of  this  character 
are  not  to  be  included  in  a  rate  base  yalua- 
tion” 

The  Company’s  cash  working  capital  is  made  up 
by  taking  one-twelfth  of  the  annual  operating  ex- 
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penses.  The  former  amounts  to  $353,867.58,  in 
addition  to  materials  and  supplies  of  the  value  of 
$164,301.51  (Exhibit  122).  Mr.  Ham,  President 
of  the  Company,  stated  it  was  true  that  income 
from  operation  is  received  by  the  Company  prior 
to  the  due  date  of  the  bills  payable  (Rec.  p.  278). 

Whitten- Wilcox  Valuation  of  Public  Service 
Corporation,”  p.  1520,  states  the  rule  to  be: 

“  *  *  *  *  For  rate  purposes  working 
capital  may  be  defined  as  the  amount  of 
capital  which  the  investors  are  required  to 
put  into  the  business  over  and  above  the  in¬ 
vestment  in  plant  and  intangibles  in  order 
to  cover  the  gap  between  cash  expenditures 
in  the  production  and  delivery  of  service 
and  the  collection  of  the  revenues  from  the 
sale  of  service.  In  the  street  railway  busi¬ 
ness,  for  example,  where  the  utility  collects 
practically  all  of  its  revenues  simulta¬ 
neously  with  the  production  and  delivery  of 
the  service,  and  sometimes  to  a  limited  ex¬ 
tent  in  advance  through  the  sale  of  tickets, 
the  amount  of  working  capital  necessarily 
furnished  by  the  investors  is  limited  to  the 
cost  of  operating  material  and  supplies  paid 
for  in  advance,  small  prepayments  for  in¬ 
surance,  car  licenses,  etc.,  and  such  amount 
of  cash  as  it  may  be  necessary  to  carry  as 
a  bank  balance  to  maintain  credit  and  even 
up  the  inequalities  of  revenue  receipts 
due  to  traffic  fluctuations.  And  for  that 
matter,  a  street  railway  under  normal  con¬ 
ditions  of  operation,  and  with  revenues  suf¬ 
ficient  to  pay  the  full  cost  of  service,  is 
likely  to  accumulate  cash  on  account  of  de¬ 
ferred  payments,  sufficient  to  more  than 
offset  prepayments,  and  in  that  event  the 
working  capital  allowance  to  be  included  in 
rate  base  may  be  reduced  to  nothing.” 


43 


I 


I 


See  also  Public  Service  Commission  v.  Great 
Northern  U.  Company  (Mont.),  P.U.R.  1929  B, 
pages  176,  195. 

We  submit  that  such  evidence  was  wholly  inade¬ 
quate  to  support  any  finding  of  value,  “miniijnum” 
or  otherwise,  and  that  the  Commission’s  conclusion 
that  additional  evidence  was  necessary  was  cor¬ 
rect.  It  follows  that  the  Court  erred  in  attempting 
such  a  determination  and  should  properly  have  re¬ 
manded  the  petition  of  the  Washington  Railway 
and  Electric  Company  back  to  the  Commission  for 
the  ascertainment  of  present  values. 

j 

VALUE  OF  THE  CAPITAL  TRACTION 

COMPANY  | 

While  the  evidence  of  the  Capital  Traction;  Com¬ 
pany  is  not  subject  to  precisely  the  same  defects  as 
that  of  the  Washington  Railway  and  Electric  Com¬ 
pany,  it  is  subject  to  equally  grievous  errors  which 
prohibit  its  use  in  the  ascertainment  of  present 
value.  | 

The  value  of  the  properties  of  the  Capital!  Trac¬ 
tion  Company  was  determined  by  the  Commission 
as  of  July  1,  1919,  upon  the  same  basis  as  hereto¬ 
fore  set  forth  with  respect  to  the  Washington  Rail¬ 
way  and  Electric  Company.  The  former  Company 
appealed  to  the  Supreme  Court  of  the  District  of 
Columbia.  There  the  valuation  was  increased  by 
applying  to  the  cost  of  reproduction  now  found  by 
the  Commission  as  of  July  1,  1919,  certain  index 
figures  representing  the  increase  in  reproduction 
cost  as  of  July  1, 1919.  The  Court  also  added  net 
additions  and  betterments  from  July  1,  1914,  to 
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January  1,  1925,  with  costs  adjusted  as  of  the  lat¬ 
ter  date.  On  appeal  to  the  Court  of  Appeals  that 
Court  disallowed  certain  claims  made  by  the  Com¬ 
pany  respecting  the  cost  of  franchises  and  fixed 
the  fair  value  of  the  Company  as  of  January  1, 
1925,  at  $25,756,880.00.  However,  there  has 
been  no  physical  inventory  of  the  properties  of  the 
Company  since  that  made  as  of  July  1,  1914. 

In  the  present  proceeding  the  Company  under¬ 
took  to  show  its  present  fair  value  by  adding  to  the 
value  as  of  January  1, 1925,  claimed  net  additions 
and  betterments  at  cost  since  that  date.  As  in  the 
case  of  the  Washington  Railway  and  Electric  Com¬ 
pany,  this  Company  failed  to  submit  any  inventory 
of  the  properties  which  it  contended  should  be  con¬ 
sidered  in  arriving  at  its  fair  value,  and  Mr.  Heb- 
erle  witness  for  the  Company,  testified  that  he  did 
not  intend  to  submit  an  inventory  of  the  property 
as  of  1929,  or  a  statement  showing  accrued  depre¬ 
ciation  as  of  1929,  determined  either  by  inspection 
or  life  table,  or  to  show  the  reproduction  cost  of  the 
properties  as  of  the  present  time  without  mingling 
of  original  cost  figures  in  the  single  sum  (Rec.  pp. 
367,  368). 

That  it  is  impossible  to  ascertain  the  fair  value 
of  the  Company  by  the  method  proposed  is  illus¬ 
trated  by  the  cars  carried  in  its  claimed  fair  value. 
As  more  fully  pointed  out  hereafter,  many  of  these 
cars  are  old  and  yet  the  Company  has  never  retired 
from  fair  value  any  cars  except  those  of  a  single 
truck  type,  and  in  retiring  these  it  failed  to  write 
out  of  fair  value  the  overheads  thereon  (Rec.  pp. 
465,  487,  497).  It  carries  in  value  twenty-one 
open  cars  which  had  not  been  in  regular  operation 
for  a  period  of  ten  years  until  twelve  of  them  were 
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reconditioned  and  put  in  operation  just  before  the 
institution  of  these  proceedings  (Rec.  p.  387  For¬ 
mal  Case  201,  p.  249) . 

Coasting  recorders,  as  well  as  track  no  longer  in 
use,  are  still  carried  in  value  (Rec.  p.  387) . 

While  a  greater  portion  of  the  cost  of  its  Mary¬ 
land  property  has  been  allocated  to  District  of  Co¬ 
lumbia  value,  there  has  been  no  District  of  Colum- 
bia  property  allocated  to  Maryland  value  (Rec.  p. 
387).  | 

The  same  objection  applies  here  which  was  made 
in  the  case  of  the  Washington  Railway  and  Electric 
Company,  that  the  inclusion  in  fair  value  of j  units 
of  property  at  cost  of  .  reconstruction  of  each  indi¬ 
vidual  unit  results  in  an  excessive  valuation  (Rec. 
p.  467). 

Mr.  Hanna  testified  that  it  would  be  very  diffi¬ 
cult  to  approximate  what  percentage  of  physical 
property  existing  in  1919  had  been  replaced  by  new 
property  since  that  time,  saying:  “The  actual  de¬ 
termination  of  any  real  figure  would  involve  a 
great  deal  of  work”  (Rec.  p.  442).  i 

Mr.  Hanna  further  testified  that  he  could  not 
give  a  dollar  and  cents  figure  showing  the  actual 
amounts  of  overhead  that  had  been  written  out  of 
valuation  in  connection  with  property  retired;  nei¬ 
ther  could  he  give  the  amount  of  the  overheads  that 
were  added  to  value  since  January  1,  1925:  (Rec. 
p.  389).  | 

There  are  also  small  items  of  property  used  ex¬ 
clusively  in  Maryland  which  are  included  ^vholly 
in  District  of  Columbia  valuation  (Rec.  p.  390). 

Improvements  on  leased  lines  are  included  in 
valuation  (Rec.  pp.  883,  387,  466). 

Likewise  included  is  an  item  covering  franchises 
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in  connection  with  the  purchase  of  the  Potomac 
Park  bus  line  (Rec.  p.  392). 

With  reference  to  the  sum  included  in  cash 
working  capital,  the  same  principle  and  statements 
made  in  connection  with  the  Washington  Railway 
and  Electric  Company  apply  to  this  Company  (Rec. 
p.  371),  which  claims  credit  for  a  cash  working 
capital  of  $254,581.77  in  addition  to  materials  and 
supplies  of  the  value  of  $82,362.74  (Exhibit  1). 

The  Company  on  pages  435  to  438  of  the  record 
shows  substantial  differences  in  the  cost  of  com¬ 
modities  today  as  compared  to  those  of  1925.  The 
effect  of  these  changes  can  only  be  known  by  re¬ 
valuation  of  the  property,  inasmuch  as  it  is  not 
shown  what  proportion  each  of  these  commodities 
bears  or  would  bear  to  the  whole  on  a  reproduction 
basis. 

Within  the  last  few  years  the  Company  has  de¬ 
veloped  labor  saving  tools  and  devices  which  have 
resulted  in  improved  efficiency  in  the  method  of 
rebuilding  tracks  so  that  it  is  now  possible  to  re¬ 
new  more  feet  of  track  per  hour  with  the  same 
labor  than  in  previous  years  (Rec.  p.  439).  The 
record  likewise  discloses  that  the  cost  of  track  con¬ 
struction  and  reconstruction  has  been  materially 
reduced  by  the  use  of  labor  saving  devices  and  by 
increased  efficiency  of  the  organization  (Rec.  p. 
469). 

As  an  illustration  of  this  reduction  in  the  cost 
of  constructing  track  we  call  attention  to  the  three- 
page  summary  handed  the  Court  by  counsel  for  the 
Company  during  the  course  of  the  argugment.  It 
appears  therefrom  that  during  the  year  1925  cer¬ 
tain  track  carried  in  fair  value  at  $178,035  was 
reconstructed  at  a  cost  of  $172,400;  that  during 
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the  year  1926  track  carried  in  fair  value  at  $213,- 
657  was  reconstructed  at  a  cost  of  $145,734,  and 
that  during  the  year  1927  track  carried  in  fair 
value  at  $221,155  was  reconstructed  at  a  host  of 
$212,461.  Counsel  for  the  Company  stated  that 
the  figures  for  these  three  years  represented  only 
replacement  of  existing  track,  neither  adding  to 
nor  subtracting  from  the  footage,  and  that  they 
showed  that  a  better  track  could  now  be  con¬ 
structed  for  less  money  than  formerly.  These  fig¬ 
ures  show  a  reduction  in  the  cost  of  track  construc¬ 
tion  of  over  fifteen  per  cent.  In  addition  counsel 
stated  that  the  figures  for  1928  did  not  represent 
solely  the  replacement  of  existing  track.  j 

This  is  proof  of  the  unreliability  of  the  cost  in¬ 
dex  figures  relied  upon  by  the  Company  as  showing 
but  a  slight  reduction  in  cost  since  January  1, 1925 
(Rec.  p.  436).  In  these  indices  common  labor  is 
given  a  weighting  of  thirty  per  cent  of  the  total 
cost  (Rec.  p.  434).  Thus  it  is  apparent  that  a  re¬ 
duction  in  the  amount  of  labor  required  due  to  the 
use  of  labor  saving  devices  effects  an  actual  ^reduc¬ 
tion  in  the  cost  of  construction  which  is  hot  re¬ 
flected  in  the  index  figures.  In  finding  fair  value 
as  of  today  it  is  essential  that  the  present  recon¬ 
struction  cost  be  known. 

The  real  property  of  the  Capital  Traction  Com¬ 
pany  is  included  in  valuation  at  the  1919;  value. 
Judicial  knowledge  should  be  taken  of  the  fact  that 
real  property  values  generally  in  the  District  of 
Columbia  have  decreased  substantially  sinpe  1919 
and  even  since  1925.  In  addition,  certain  proper¬ 
ties  of  the  Capital  Traction  Company,  such  as  its 
barn  at  Thirty-sixth  and  M  Streets,  have  suffered 
an  excessive  reduction  in  value  because  of  peculiar 
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circumstances..  By  the  closing  of  the  Aqueduct 
Bridge  and  the  opening  of  the  Key  Bridge  prop¬ 
erty  values  at  this  point  have  decreased  substan¬ 
tially. 

Before  leaving  this  subject  of  valuation,  we  feel 
constrained  to  make  reference  to  the  Murray  ex¬ 
hibits  offered  in  evidence  in  Formal  Case  No.  201, 
and  made  a  part  of  this  case  by  the  Company  (Rec. 
p.  417 ) .  Counsel  for  the  Company  lay  great  stress 
upon  the  fact  that  these  exhibits  show  figures  simi¬ 
lar  to  those  claimed  by  the  Company.  However, 
it  appears  that  these  exhibits  were  “prepared  from 
the  records  of  the  Company,”  (Formal  Case  No. 
201,  Rec.  p.  411),  hence,  the  similarity  is  easily 
accounted  for  and  the  exhibits  carry  no  weight.. 

In  the  Public  Utilities  Commission  v.  The  Capi¬ 
tal  Traction  Company ,  57  App.  D.C.  85,  this  Court 
said  : 


“The  company  appealed  to  the  Supreme 
Court  of  the  District,  which  held  that  this 
method  of  computing  reproduction  cost 
was  unlawful,  being  in  violation  of  the  ex¬ 
press  terms  of  the  statute,  which  requires 
the  value  to  be  determined  as  of  the  date  of 
the  valuation.  The  commission’s  valuation 
was  accordingly  set  aside,  and,  it  is  now 
conceded  that  this  ruling  was  correct.  Po¬ 
tomac  Electric  Power  Co.  v.  Commission , 
51  App.  D.C.  77,  276  F.  327.  It  was  then 
agreed  by  the  parties  that  the  lower  court 
should  find  the  fair  value  of  the  company’s 
property,  as  defined  by  the  act,  as  of  Janu¬ 
ary  1,  1925. 

Thus  it  approved  the  findings  of  the  Supreme 

Court  of  the  District  of  Columbia  in  the  case  ap- 
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pealed,  namely,  Capital  Traction  Company  v.  Pub¬ 
lic  Utilities  Commission,  53  W.L.R.  438,  to  the 
effect  that  the  value  found  must  be  as  the  date  of 
the  inquiry.  In  that  case  the  Court  said : 

“The  act  under  which  the  valuation  was 
made  specifically  directed  and  required  the 
Commission  to  value  the  property  of  every 
public  utility  'at  the  fair  value  therepf  at 
the  time  of  said  valuation .'  (Italics  sup¬ 
plied.)  This,  concededly,  the  Commission 
did  not  do ;  but,  as  already  shown,  selected 
a  different  and  purely  arbitrary  date,  July 
1,  1914;  and,  in  this  respect,  the  Corhmis- 
sion  committed  fundamental  error  ip  its 
valuation ;  and  which  error  can  not  bb  cor¬ 
rected  by  adding  to  the  valuation  so  made 
the  capital  expenditures  made  by  plaintiff 
since  said  date  (July  1, 1914).  The  record 
in  this  case  shows  conclusively  that  a  valua¬ 
tion  of  plaintiff's  property,  as  of  July  1, 
1914,  plus  approved  capital  expenditures 
made  by  plaintiff  since  that  date,  will  not 
truly  establish  the  value  of  plaintiff's  prop¬ 
erty  as  of  July  1,  1919." 

i 

The  adoption  of  this  precise  language  of  the  Su¬ 
preme  Court  in  the  present  case  would  establish 
beyond  question  the  error  of  the  Court  belpw  in 
endeavoring  to  fix  the  value  without  pertinept  in¬ 
formation.  The  character  of  evidence  essential 
for  the  ascertainment  of  present  value  is  wholly 
absent  from  both  the  records  presented  by  the  Cap¬ 
ital  Traction  Company  and  the  Washington  Rail¬ 
way  and  Electric  Company.  | 

However,  it  is  respectfully  submitted  that  the 
decision  of  the  Court  of  Appeals  in  the  Capital 
Traction  case,  supra,  is  at  variance  with  subse- 
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quent  decisions  of  the  Supreme  Court  of  the  United 
States  in  certain  particulars,  notably  with  respect 
to  the  determination  of  depreciation.  It  should 
further  be  pointed  out  that  the  value  of  the  Capial 
Traction  Company  stated  as  the  value  of  Janpary 
1,  1925,  was  only  applicable  as  of  that  date  by 
agreement  of  the  parties.  Capital  Traction  Com - 
pany  vs.  Public  Utilities  Commission ,  53  W.L.R. 
441: 


“  Using  the  schedules  and  date  heretofore 
prepared  by  the  engineers  for  the  respec¬ 
tive  parties,  and  applying  thereto  the  prin¬ 
ciples  above  announced,  it  would  seem  that 
there  should  be  no  difficulty  in  supplying 
the  figures  and  totals  necessary  to  arrive  at 
the  fair  value  of  the  property  of  plaintiff, 
as  of  date  July  1,  1919;  to  which  may  be 
added,  if  the  parties  hereto  so  agree  (and 
the  court  understands  that  they  do  so 
agree),  the  amount  of  additions  to  capital , 
at  actual  cost,  since  July  1, 1914,  up  to  De¬ 
cember  31,  1924;  which  later  amount  (ad¬ 
ditions  to  capital) ,  as  approved  by  the  Com¬ 
mission  and  taken  from  its  records,  the 
court  understands  to  be  $3,062,008.  The 
net  result  of  all  thereof  (if  such  course  be 
adopted,  and  which  would  seem  to  be  de¬ 
sirable),  will  be  to  bring  the  fair  valuation 
of  the  property  of  plaintiff  up  to  January 
1,  1925;  in  other  words,  substantially  to 
date. 

“The  course  of  procedure  just  suggested 
is  made  possible  in  this  case  by  the  conces¬ 
sion  of  counsel  for  plaintiff  that  the  rise  in 
the  general  level  of  prices  since  1919  has 
not  been  sufficiently  great  to  make  it  worth 
while  to  open  up  the  record  for  the  purpose 
of  submitting  additional  testimony  in  re- 


spect  of  present  current  prices;  for  which 
reason  counsel  for  plaintiff  state  'the  Com¬ 
pany  will  be  satisfied  to  use  the  actual 
prices  current  in  1919.’  (Brief,  p.  23.}” 

It  may  be  seen  that  even  this  value  is  a  hybrid 
thing  involving  net  additions  since  July  1, 1914,  so 
that  in  the  last  analysis  the  Capital  Traction  Com¬ 
pany  is  in  no  better  position  than  the  Washington 
Railway  and  Electric  Company  with  respect  to 
valuation  except  to  the  extent  that  the  assignment 
of  index  figures  to  the  base  valuation  found  by  the 
Commission  has  corrected  for  an  increase  in  prices 
to  1919.  Moreover,  if  the  order  entered  in  that 
case  is  in  accord  with  the  decision  there  would  be 
a  duplication  to  the  extent  that  additions  to  capi¬ 
tal  from  July  1,  1914,  to  July  1,  1919,  were  aidded 
to  the  reproduction  cost  as  of  1919  adapted  to  the 
change  of  price  level.  j 

Throughout  the  decision  in  the  first  Capital 
Traction  valuation  case  is  a  clear  inference!  that 
the  Court  assumed  the  final  value  of  the  property 
to  be  solely  dependent  upon  cost  of  reproduction. 
Reference  may  be  made  to  St.  Louis  &  O’Fallon 
Railway  Company,  279  U.S.  461,  as  a  conclusive 
determination  that  cost  of  reproduction  new  js  but 
one  element  to  be  considered  in  determining  final 
value,  and  a  fair  application  of  the  logic  of  McCar - 
die  vs.  the  Indianapolis  Water  Company ,  272  U.  S. 
400,  would  show  the  impropriety  of  the  present  use 
of  the  cost  of  reproduction  based  on  the  peak  of 
high  prices. 
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DEPRECIATION 

Paragraph  16  of  the  Public  Utilities  Act  reads 
as  follows : 

“That  every  public  utility  shall  carry  a 
proper  and  adequate  depreciation  account. 
The  commission  shall  ascertain  and  deter¬ 
mine  what  are  the  proper  and  adequate 
rates  of  depreciation  of  the  several  classes 
of  property  of  each  public  utility.  These 
rates  shall  be  such  as  will  provide  the 
amounts  required  over  and  above  the  ex¬ 
pense  of  maintenance  to  keep  such  property 
in  a  state  of  efficiency  corresponding  to  the 
progress  of  the  industry.  Each  public  util¬ 
ity  shall  conform  its  depreciation  accounts 
to  such  rates  so  ascertained  and  determined 
by  the  commission.  The  commission  may 
make  changes  in  such  rates  of  depreciation 
from  time  to  time  as  it  may  find  to  be  neces¬ 
sary.  The  commission  shall  also  prescribe 
rules,  regulations,  and  forms  of  accounts  re 
garding  such  depreciation  which  the  public 
utility  is  required  to  carry  into  effect.  The 
commission  shall  provide  for  such  depre¬ 
ciation  in  fixing  the  rates,  tolls,  and 
charges  to  be  paid  by  the  public.  All 
moneys  in  this  fund  may  be  expended  in 
keeping  the  property  of  such  public  utility 
in  repair  and  good  and  serviceable  condition 
for  the  use  to  which  it  is  devoted,  or  in¬ 
vested,  and,  if  invested,  the  income  from 
the  investments  shall  also  be  carried  in  the 
depreciation  fund.  This  fund  and  the  pro¬ 
ceeds  thereof  shall  be  used  for  no  other  pur¬ 
pose  than  as  provided  in  this  paragraph, 
unless  with  the  consent  and  by  order  of  the 
commission.” 
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The  depreciation  to  which  reference  is  here 
made  is  the  annual  charge  to  cost  of  service  over 
and  above  the  cost  of  maintenance  necessary  to 
restore  property  consumed  from  any  cause  in  the 
public  service.  It  is  precisely  the  same  deprecia¬ 
tion  as  that  described  in  United  Raihvays  v.  West , 
280  U.  S.  234,  and  is  wholly  to  be  distinguished 
from  a  loss  in  worth  in  the  property  through  de¬ 
pletion,  the  result  of  age,  wear  or  obsolescence  as 
well  as  from  deferred  maintenance  which  is 
merely  a  measure  of  the  extent  to  which  the  utility 
has  failed  to  keep  its  property  in  perfect  operating 
condition.  The  Public  Utility  Act  authorizes  the 
utility  to  establish  and  replenish  its  depreciation 
reserve  fund  and  thus  fully  to  make  itself  Whole 
out  of  operating  expenses  concurrently  with  the 
accumulated  depreciation  in  particular  items  of 
its  property.  j 


If  the  utility  has  failed  so  to  do  from  whatever 
cause,  the  failure  in  the  past  may  not  affect  hates 
or  value  in  the  future,  Board  of  Public  Utility 
Commissioners  v.  New  York  Telephone  Company , 
271  U.  S.  23,  Galveston  Electric  Company  v.  Gal¬ 
veston,  258  U.  S.  388.  There  could  be  no  more 
specific  and  complete  statutory  compliance  with 
the  mandate  of  the  Supreme  Court  with  respect 
to  annual  payment  of  accruals  of  depreciation!  than 
is  present  in  the  District  of  Columbia  Public  Util¬ 
ity  Act.  No  deficiency  in  the  reserve  fund  thus 
authorized  is  claimed  by  the  appellees. 


It  follows  inevitably  that  if  the  investors  in  the 
utility  are  permitted  to  receive  from  operating 
expenses  sums  of  money  approximating  the  annual 
loss  in  service  worth  of  such  of  its  property  as 
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must  be  replaced  when  each  unit  of  property  is 
completely  exhausted,  that  the  public  may  justly 
demand  that  the  property  on  which  it  is  obliged 
to  pay  a  rate  of  return  be  only  that  which  currently 
exists  after  the  reduction  of  loss  of  service  worth. 
Information  which  would  permit  the  ascertain¬ 
ment  of  such  a  depreciated  value  was  not  available 
in  the  record  before  the  Court  from  which  this 
appeal  is  taken  and  its  definite  ascertainment  by 
the  Commission  is  an  essential  prerequisite  to  any 
finding  as  to  the  reasonableness  of  the  rate  of 
return. 

The  finding  of  value  alleged  to  be  as  of  1925 
upon  which  the  Capital  Traction  Company  relies 
is  based  upon  estimates  of  the  cost  of  reproducing 
the  property  new  without  depreciation.  It  is  true 
that  the  Court  of  Appeals  merely  adopted  the 
opinion  of  the  lower  court  at  the  time  of  the  first 
valuation.  Four  reasons  are  assigned,  one,  that  in 
its  basic  valuation  in  1919  the  Commission  did  not 
disclose  the  amount  of  depreciation  actually  de¬ 
ducted,  two,  that  “the  record  fails  to  disclose  that 
the  rates  of  fare  heretofore  fixed  by  the  Commis¬ 
sion  have  been  adequate  to  justify  any  deduction 
for  accrued  depreciation  from  the  fair  value  of 
the  Company’s  property”,  three,  that  the  property 
“has  been  maintained  in  the  highest  condition  in 
point  of  material  construction  and  efficiency”,  and 
four,  there  is  no  testimony  in  the  record  as  to 
actual  depreciation  of  the  property. 

As  to  the  first  point,  it  is  well  settled  that  if  a 
commission  has  before  it  evidence  as  to  each  of 
the  elements  of  value  and  the  result  discloses  that 
it  has  given  consideration  to  all  that,  it  is  under 
no  obligation  to  state  precisely  the  mental  proc- 
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esses  by  which  it  reached  its  ultimate  conclusion  as 
to  value.  The  Public  Utilities  Commission  in  1919 
did  have  before  it  evidence  as  to  depreciation '  ac¬ 
curate,  and  after  personal  inspection  of  the  prop¬ 
erty.  In  its  tabulation  of  elements  of  final  value 
it  estimated  the  effect  of  such  depreciation  not  only 
with  respect  to  cost  of  reproduction  new  but  also 
with  respect  to  the  historical  costs,  Annual  Report 
1919,  page  383;  and  it  did  give  consideration  to 
depreciation  as  shown  by  its  findings  at  page  384. 
The  courts  have  held  that  it  is  unnecessary,  in;  fact 
impossible,  for  the  Commission  to  reveal  its  mental 
processes.  The  Interstate  Commerce  Commission 
has  reviewed  at  length  the  reason  underlying  this 
rule.  Its  statement  is  perhaps  best  set  forth  in 
Petition  of  National  Conference  on  Valuation,  84 
I.  C.  C.  9.  “An  analysis  of  the  method  of  arriving 
at  final  value  is  not  required  by  law.  The  finding 
of  final  value  is  essentially  a  matter  of  judgment 
based  upon  a  consideration  of  all  relevant  facts 
and  a  detailed  analysis  of  the  method  of  arriving 
at  that  judgment  would,  in  the  nature  of  things, 
call  for  a  description  of  the  mental  processes  of 
those  to  whom  is  delegated  that  function,  all  of 
whom  may  have  reached  the  same  conclusion  by 
different  paths.”  See  also  Atlanta  B.  &  A.  R .  Co. 
75 1.  C.  C.  645,  670,  Kansas  City  Southern  Railway 
Co .,  84  I.  C.  C.  113,  St  Louis  &  O’ Fallon  RyJ.  Co .  v 
U.  S .,  279  U.  S.  461,  reversing  on  another  point, 
22  Fed.  2nd  980. 

As  to  the  second  contention,  namely,  that  past 
losses  of  the  Company  warrant  neglect  of  depre¬ 
ciation  in  a  present  ascertainment  of  the  value  of 
the  property,  it  should  be  sufficient  to  cite  the  fol¬ 
lowing  : 
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In  Whitten-Wilcox,  “Valuation  of  Public  Serv¬ 
ice  Corporations”  (pages  1714-1715)  it  is  said: 

“ Deduction  of  accrued  depreciation  that 
has  not  been  earned.  The  law  is  clear  in 
confiscation  cases  that  existing  deprecia¬ 
tion  must  be  deducted  from  cost  new  in  ar¬ 
riving  at  the  present  value  to  be  used  as  a 
base  for  the  fixing  of  rates.  The  Knoxville 
Water  Case  (212  U.  S.  1)  is  still  the  leading 
case  on  this  subject.  Mr.  Justice  Moody 
for  the  United  States  Supreme  Court  said 
(at  pages  13-14) : 

“  ‘The  company  is  not  bound  to  see  its 
property  gradually  waste,  without  making 
provision  out  of  earnings  for  its  replace¬ 
ment.  It  is  entitled  to  see  that  from  earn¬ 
ings  the  value  of  the  property  invested  is 
kept  unimpaired,  so  that  at  the  end  of  any 
given  term  of  years  the  original  investment 
remains  as  it  was  at  the  beginning.  It  is 
not  only  the  right  of  the  company  to  make 
such  a  provision,  but  it  is  its  duty  to  its 
bond  and  stock  holders,  and,  in  the  case  of 
a  public  service  corporation  at  least,  its 
plain  duty  to  the  public.  ...  If ,  however,  a 
company  fails  to  perform  this  plain  duty 
and  to  exact  sufficient  returns  to  keep  the 
investment  unimpaired,  whether  this  is  the 
result  of  unwarranted  dividends  upon  over¬ 
issues  of  securities,  or  of  omission  to  exact 
proper  prices  for  the  output,  the  fault  is  its 
own.  When,  therefore,  a  public  regulation 
of  its  prices  comes  under  question  the  true 
value  of  the  property  then  employed  for  the 
purpose  of  earning  a  return  cannot  be  en¬ 
hanced  by  a  consideration  of  the  errors  in 
management  which  have  been  committed  in 
the  past/ 

“In  Galveston  Electric  Company  v.  Gal- 


veston ,  258  U.  S.  388,  Mr.  Justice  Brapdeis, 
also  speaking  for  the  United  States  Su¬ 
preme  Court,  said  (at  page  395) : 

“  'The  fact  that  utility  may  reach  finan¬ 
cial  success  only  in  time  or  not  at  all,  is  a 
reason  for  allowing  a  liberal  return  on  the 
money  invested  in  the  enterprise;  but  it 
does  not  make  past  losses  an  element;  to  be 
considered  in  deciding  what  the  base  value 
is  and  whether  the  rate  is  confiscatory.  A 
company  which  has  failed  to  secure  from 
year  to  year  sufficient  earnings  to  keep  the 
investment  unimpaired  and  to  pay  a  fair 
return,  whether  its  failure  was  the  result 
of  imprudence  in  engaging  in  the  enter¬ 
prise,  or  of  errors  in  management,  lor  of 
omission  to  exact  proper  prices  for  its  out¬ 
put,  cannot  erect  out  of  past  deficits  ai  legal 
basis  for  holding  confiscatory  for  the  fu¬ 
ture,  rates  which  would,  on  the  basis  of 
present  reproduction  value,  otherwise  be 
compensatory, ...  j 

"Past  losses  obviously  do  not  tend  to 
prove  present  values/  ” 

"In  Georgia  Railway  &  Power  Company 
v.  Railroad  Commission ,  262  U.  S.  625,  Mr. 
Justice  Brandeis,  again  speaking  for  the 
United  States  Supreme  Court,  said  (at 
page  632) :  j 

“  'That  past  losses  are  not  to  be  capital¬ 
ized  as  property  on  which  the  fair  return 
is  based  was  held  in  Knoxville  v.  Knoxville 
Water  Co.,  212  U.  S.  1,  14;  Galveston  Elec¬ 
tric  Company  v.  Galveston,  258  U.  S.  388. 
Here  this  conclusion  seems  even  clearer 
than  it  was  in  those  cases.  The  losses 
under  consideration  in  the  case  at  bar  |were 
obviously  not  a  part  of  development  cost. 
They  were  due  to  insufficiency  of  previous 
rates/  ” 
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“In  Board  of  Public  Utility  Commis¬ 
sioners  v.  New  York  Telephone  Company, 
271  U.  S.  23,  Mr.  Justice  Butler,  speaking 
for  the  United  States  Supreme  Court,  said 
(at  page  31) : 

“  The  revenue  paid  by  the  customers  for 
service  belongs  to  the  company.  The 
amount,  if  any,  remaining  after  paying 
taxes  and  operating  expenses  including  the 
expense  of  depreciation  is  the  company's 
compensation  for  the  use  of  its  property. 
If  there  is  no  return  or  if  the  amount  is 
less  than  a  reasonable  return,  the  company 
must  bear  the  loss.  Past  losses  cannot  be 
used  to  enhance  the  value  of  the  property 
or  to  support  a  claim  that  rates  for  the 
future  are  confiscatory.' 

“It  is  well  established  as  an  elemental 
fact  in  the  law  that  accruing  depreciation 
is  a  part  of  the  current  cost  of  service — a 
deferred  operating  expense — and  that  if 
the  rates  collected  are  insufficient  to  pro¬ 
vide  for  all  operating  expenses,  taxes,  a 
proper  allowance  for  depreciation  and  a 
fair  return  upon  the  investment,  the  utility 
is  being  operated  at  a  loss  from  the  stand¬ 
point  of  the  investors.  It  is  clear  that  in¬ 
ability  to  provide  for  the  full  amount  of 
accruing  depreciation  is  as  effective  in  es¬ 
tablishing  the  fact  of  loss  as  inability  to 
meet  any  other  element  in  the  cost  of  serv¬ 
ice.  Hence  it  folloivs  that  the  above  quota¬ 
tions  from  the  United  States  Supreme 
Court  establish  the  law  that  a  utility  which 
has  not  in  the  past  had  sufficient  earnings 
to  take  care  of  accruing  depreciation  can¬ 
not  claim  that  its  investment  is  exempt 
from  accrued  depreciation  when  a  base  is 
being  fixed  for  the  determination  of  present 
and  future  rates.”  (Italics  ours) 
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Since  the  year  1919  both  companies  have  main¬ 
tained  depreciation  reserves  and  have  added  an¬ 
nually  to  that  reserve  sums  based  upon  the  esti¬ 
mated  lives  of  its  depreciable  property,  not  only 
upon  that  included  in  the  1914  inventory,  but  also 
upon  all  additions  and  replacements  since  j  that 
time  at  cost.  These  annual  charges  are  included 
in  the  operating  expenses  of  the  Company  and  thus 
reduce  the  operating  income  considered  in  I  esti¬ 
mating  return. 

As  to  the  contention  that  the  property  was  well 
maintained,  it  may  be  pointed  out,  that  thei  fact 
that  the  carriers  property  may  or  may  not  have 
been  well  maintained  is  only  of  value  in  ascertain¬ 
ing  the  rapidity  of  depletion.  Accrued  deprecia¬ 
tion  may  exist  in  a  plant  however  well  ihain- 
tained.  The  comparison  of  a  new  with  the 
present  plant  establishes  a  difference  in  worth 
that  may  be  divided  into  three  parts,  first, 
in  the  used  plant  there  is  a  loss  of  service  life 
in  each  of  the  several  elements  of  the  plant  ^nd  in 
the  plant  as  a  whole  which  can  never  be  replaced. 
The  instant  that  a  new  plant  is  placed  in  operation, 
in  fact  during  construction,  this  wastage  is  (Occur¬ 
ring.  The  second  element  is  that  loss  of  future 
service  worth  which  is  inherent  in  each  individual 
item  of  the  property  but  which  can  and  will  be 
restored  as  to  that  item  by  replacement  wh0n  the 
item  is  completely  exhausted.  It  is  to  provide  for 
this  class  of  depreciation  that  sinking  funds  and 
depreciation  reserves  are  established.  The!  third 
stage  of  depreciation,  in  a  measure  inseparable 
from  that  immediately  proceeding  but  not  suscep¬ 
tible  of  as  precise  determination,  is  obsolescence, 
which  may  be  reduced  to  regular  periodic  incre- 
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ments  only  by  the  application  of  trained  judgment 
after  skilled  observance  and  experience.  All  of 
these  several  classes  tend  to  diminish  the  present 
value  of  the  property  whether  measured  by  cost 
of  reproduction  or  original  cost. 

While  the  Supreme  Court  has  stated  that  repro¬ 
duction  cost  should  be  considered  in  determining 
the  fair  value  of  a  public  utility,  it  has  stated  with 
equal  force  that  reproduction  cost  will  not  furnish 
a  proper  rate  base  unless  accrued  depreciation  be 
deducted  therefrom. 

In  the  case  of  Knoxville  v.  Knoxville  Water  Co., 
212  U.  S.  1, 9, 10,  the  court  said: 

“The  cost  of  reproduction  is  one  way  of 
ascertaining  the  present  value  of  a  plant 
like  that  of  a  water  company,  but  that  test 
would  lead  to  obviously  incorrect  results  if 
the  cost  of  reproduction  is  not  diminished 
by  the  depreciation  which  has  come  from 
age  and  use  *  *  *  ” 

“The  cost  of  reproduction  is  not  always  a 
fair  measure  of  the  present  value  of  a 
plant  which  has  been  in  use  for  many  years. 
The  items  composing  the  plant  depreciate 
in  value  from  year  to  year  in  a  varying 
degree.  Some  pieces  of  property,  like  real 
estate  for  instance,  depreciate  not  at  all, 
and  sometimes  on  the  other  hand,  appre¬ 
ciate  in  value.  But  the  reservoir,  the 
mains,  the  service  pipes,  structures  upon 
real  estate,  stand  pipes,  pumps,  boilers, 
meters,  tools  and  appliances  of  every  kind 
begin  to  depreciate  with  more  or  less  rapid¬ 
ity  from  the  moment  of  their  first  use.  It 
is  not  easy  to  fix  at  any  given  time  the 
amount  of  depreciation  of  a  plant  whose 
component  parts  are  of  different  ages,  with 
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different  expectations  of  life.  But  it  is 
clear  that  some  substantial  allowance  for 
depreciation  ought  to  have  been  made  in 
this  case.”  (Italics  ours).  j 

i 

And  in  McCardle  v.  Ind.  Water  Company,  272 
U.  S.  400,  411,  the  opinion  stated: 

“As  indicated  by  the  report  of  the  Com¬ 
mission,  it  is  true  that,  if  the  tendency  or 
trend  of  prices  is  not  definitely  upward  or 
downward,  and  it  does  not  appear  probable 
that  there  will  be  a  substantial  change  of 
prices,  then  the  present  value  of  lands  plus 
the  present  cost  of  constructing  the !  plant 
less  depreciation,  if  any,  is  a  fair  measure 
of  the  value  of  the  physical  elements  pf  the 
property.”  (Italics  ours). 

j 

The  case  of  Idaho  Poiver  Company  vs.  Thomp¬ 
son,  19  Fed.  (2nd)  547,  was  decided  by  a  statutory 
court  consisting  of  three  judges  and  involved  a 
company  maintaining  a  sinking  fund.  The! court 
held  that  depreciation  in  excess  of  the  amount  of 
the  sinking  fund  should  be  deducted  from  fair 
value  and  the  question  arose  as  to  the  method  upon 
which  accrued  depreciation  should  be  ascertained. 
It  was  contended  by  the  utility  that  the  only  sum 
which  should  be  deducted  for  depreciation  should 
be  the  cost  of  replacing  the  property  in  one!  hun¬ 
dred  per  cent  operating  condition,  and  not  the  dif¬ 
ference  between  the  reconstruction  cost  new  less 
depreciation  resulting  from  age.  Speaking  of  the 
utility’s  theory,  the  court  said : 

“Clearly  the  theory  is  that  an  old  type¬ 
writer  is  as  valuable  as  a  new  one,  unless 
there  is  immediate  need  of  overhauling, 
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and  in  such  case  the  difference  in  value  is 
measured  by  the  cost  of  overhauling.  Of 
this  particular  item  the  lay  mind  may  be 
assumed  to  have  some  intelligent  concep¬ 
tion,  without  direct  testimony  upon  the 
subject.”  (p.  570). 

In  denying  this  contention  the  court  said : 

“Manifestly,  if  we  ignore  such  impair¬ 
ment,  we  not  only  place  a  value  upon  the 
property  which  it  does  not  in  fact  possess 
but,  with  accrued  reserves  fully  covering 
the  impairment,  we  capitalize  that  which 
has  been  constructively  withdrawn  from 
use,  and  for  which  plaintiff  has  been  fully 
compensated.  Chesapeake  &  Potomac  Tele¬ 
phone  Co .  v.  Whitman  (D.  C.,  3  Fed.  (2nd) 
938.”  (p.  566). 

With  respect  to  the  Washington  Railway  and 
Electric  Company  Mr.  Ham,  President  of  the  Com¬ 
pany,  testified  he  was  not  in  a  position  to  state 
whether  or  not  the  properties  of  his  Company  had 
depreciated  in  value  since  1919  (Tr.  p.  260),  and 
that  he  was  without  knowledge  on  which  to  base 
an  opinion  in  this  regard,  and  that  in  order  to  so 
state  it  would  be  necessary  to  make  an  examina¬ 
tion  of  the  property  today.  (Tr.  p.  261). 

This  witness  recognized  obsolescence  in  his  Com¬ 
pany’s  equipment  in  stating  that  should  it  go  on 
the  market  today  for  the  purchase  of  new  cars  it 
would  buy  a  type  other  than  those  now  owned  by 
the  Company — the  new  type  having  smaller 
wheels,  lowering  thereby  the  step,  and  being  of  less 
weight  and  smaller  in  size.  It  appears  from  the 
record  that  by  far  the  greater  number  of  this  Com¬ 
pany’s  cars  were  purchased  prior  to  1918,  and  that 
many  of  them  were  bought  between  the  years  1897 
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and  1906  (Tr.  p.  264),  all  of  which  are  carried  in 
fair  value,  although  the  Company  accrues  depre¬ 
ciation  on  these  cars  on  the  basis  of  a  normal  life 
of  approximately  twenty  years  (Tr.  p.  265)1  It 
further  appears  that  the  Company  owns  one  hun¬ 
dred  and  nineteen  longitudinal  seat  cars,  (Tr.  p. 
276) .  The  record  discloses  that  since  July  1, 1919, 
the  Company  has  purchased  only  ninety-two  cars. 
Witness  Zelinski  testified  that  in  his  opiniop,  ob¬ 
solescence  in  the  rolling  stock  of  this  Company 
amounted  to  $1,024,625.  ! 

The  structures  belonging  to  the  Company  are 
also  old;  for  example,  Mr.  Ham  stated  Substa¬ 
tion  Number  11  at  Thirteenth  and  D  Streets, 
Northeast,  was  built  in  1899  and  reconstructed  as 
a  substation  in  1906 ;  that  the  Eckington  car;  barn 
was  built  in  1898,  additions  or  substantial  im¬ 
provements  were  made  on  it  in  1906,  1913,  1919, 
1920  and  1923;  the  Tennallytown  car  barn  was 
built  in  1909,  and  improvements  or  changes!  were 
made  on  it  in  1924,  and  1925;  the  building  at 
Thirty-sixth  Street  and  Prospect  Avenue;  was 
built  in  1898 ;  the  building  known  as  the  East  barn 
was  built  in  1895  and  1896 ;  P  Street  Shops!  were 
built  in  1880,  with  additions  or  changes  in  1891, 
1897,  1901,  1905,  1915,  1919,  1920,  1921,  1922, 
1924  and  1926 ;  Eleventh  Street  car  barn  was  built 
in  1891,  with  improvements  or  changes  in  1914. 
1922, 1923, 1924, 1925, 1926  and  1927;  the  Bright 
wood  barn  was  built  in  1909;  Columbia  burn  in 
1895,  with  changes  or  improvements  in  1903,  and 
the  Four-and-a-half  Street  car  barn  was  biiiilt  in 
1892,  with  changes  or  improvements  in  1895  and 
1912.  (Tr.  p.  295).  ! 
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The  witness  for  the  Company  testified  that  he 
was  unable  to  state  either  the  composite  age  or 
average  age  for  each  unit  in  the  track  construction 
(Tr.  p.  276),  hence  in  the  absence  of  a  physical 
examination  of  the  track  we  are  without  ability 
to  determine  what  depreciation  has  accrued  there¬ 
on. 

Witness  Zelinski  testified  that  from  his  observa¬ 
tion  undermaintenance  existed  in  6.39  miles  of 
track  of  underground  construction  and  15.05 
miles  of  overhead  construction.  He  further  found 
that  17.37  miles  of  underground  construction  and 
3.98  miles  of  overhead  construction  required  re¬ 
newal.  The  cost  of  bringing  the  track  showing 
undermaintenance  to  full  service  condition,  he  es¬ 
timated  to  be  $18,000  per  mile  for  underground 
construction  and  $6,000  per  mile  for  overhead  con¬ 
struction.  The  cost  of  renewal  he  estimated  to  be 
$120,000  in  the  case  of  the  former  and  $40,000  per 
mile  in  the  case  of  the  latter.  He  further  testi¬ 
fied  it  would  require  an  expenditure  of  $206,000 
to  restore  the  special  track  construction  to  full 
service  condition.  Thus  he  observed  depreciation 
in  the  Company’s  tracks  amounting  to  $2,654,920. 

Although  busses  of  the  Company  are  depreciated 
on  a  five  year  basis,  they  still  include  in  fair  value 
two  which  were  bought  in  1923,  and  nine  which 
were  brought  prior  to  1925  (Tr.  p.  265). 

Net  additions  and  betterments  aggregating 
nearly  $5,000,000  have  been  charged  to  capital 
account  between  1914  and  1928,  of  which  approxi¬ 
mately  $3,000,000  were  added  since  July  1,  1919. 
No  depreciation  on  these  additions  and  better- 
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ments  have  been  deducted  from  fair  value,  al¬ 
though  depreciation  reserve  has  been  regularly 
credited  with  annual  depreciation  on  suchj  addi¬ 
tions  and  betterments,  through  charges  to  oper¬ 
ating  expenses.  (Tr.  p.  197).  I 

While  the  Public  Utilities  Commission,  in  fixing 
its  original  value  as  of  1919,  deducted  a  sum  on 
account  of  deprecation  accrued  upon  the  property 


in  place  in  1914,  its  order  is  silent  both  as  |to  the 
amount  and  classes  on  which  its  deduction  was 
based. 

Even  if  the  rate  of  depreciation  found  by  the 
Commission  to  have  existed  at  the  time  of  its  orig¬ 
inal  valuation  has  not  varied,  it  necessarily  fol¬ 
lows,  however,  that  an  enhancement  in  the  capital 
structure  of  the  company  of  over  $3,000,000  would 
of  necessity  cause  the  amount  of  depreciation  to 
increase.  Thus  it  is  apparent  that  an  inequity 
would  exist  insofar  as  the  public  is  concerned  if 
no  deduction  for  depreciation  is  made  in  excess  of 
that  originally  made  by  the  Commission  at  the 
time  of  its  finding  in  1919.  ! 


The  Capital  Traction  Company : 

i 

i 

The  Capital  Traction  Company  contends  that  no 
depreciation  should  be  deducted  from  its  reproduc¬ 
tion  cost  in  order  to  arrive  at  fair  value,  for  the 
reason  that  it  maintains  a  sinking  fund,  and  in 
support  thereof  relies  upon  the  case  of  Public 
Utilities  Commission  vs.  Capital  Tractiori\  Com¬ 
pany ,  57  App.  D.  C.,  85,  88.  In  this  case  the  Court 
of  Appeals  refused  to  deduct  depreciation  from  the 
reproduction  cost  of  this  Company’s  property  for 
the  reason  that 
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“It  appears  from  the  record  that  the 
Company  has  a  sinking  fund  for  deprecia¬ 
tion  of  $2,075,155.18,  of  which  $1,156,- 
930.70  is  'invested  in  property  of  the  Com¬ 
pany’  and  the  residue  is  in  cash  and  pro¬ 
ductive  securities.” 

The  Court  further  stated: 

“It  also  appears  that  the  property  of  the 
Company  has  been  maintained  in  the  high¬ 
est  condition  in  point  of  material  con¬ 
struction  and  efficiency,  and  there  is  no 
testimony  in  the  record  as  to  actual  depre¬ 
ciation  of  the  property  *  *  *  it  may  be  as¬ 
sumed  that  the  sinking  fund  maintained 
by  the  Company,  part  of  which  has  been 
employed  consistently  with  its  proper  pur¬ 
pose,  is  sufficient  to  balance  the  actual  de¬ 
preciation  of  the  property,  and  this  fund 
does  not  enter  into  the  rate  bearing  valu¬ 
ation.” 

It  is  sumbitted,  however,  that  we  have  here  a 
different  case  as  the  record  before  the  Commission 
shows  a  large  amount  of  depreciation  in  the  Com¬ 
pany’s  properties,  and  that  the  Company  failed  to 
prove  that  the  depreciation  was  not  in  excess  of 
the  amount  of  the  sinking  fund.  In  addition,  the 
witness  Zelinski  testified  that  there  was  substan¬ 
tial  depreciation  in  the  Company’s  properties. 
Likewise,  this  witness  testified  that  prior  to  the 
year  1925  the  Company  expended  large  sums  of 
money  in  the  maintenance  of  its  properties,  but 
since  that  date  has  spent  considerably  lesser  sums 
than  necessary  to  properly  maintain  its  property. 

In  Idaho  Power  Company  v.  Thompson,  19  Fed. 
(2nd)  547,  it  was  contended  that  no  accrued  de- 
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preciation  should  be  deducted  because  the  Com¬ 
pany  maintained  a  sinking  fund.  In  denying  this 
contention  the  Court  said  (p.  568) :  j 

i 

✓ 

“Upon  this  theory  it  may  be  conceded 
that  if,  when  the  plant  is  new,  a  precisely 
adequate  reserve  is  set  up,  and  the  reserve 
is  faithfully  administered  and  legitimately 
applied,  the  unexpended  accrued  portion 
thereof  might  at  any  time  be  taken  as  a 
measure  of  accrued  and  uncompensated  de¬ 
preciation,  and  if  both  the  fund  on  hand  and 
the  plant  were  considered  together  as  con¬ 
stituting  investment  there  would  be  no  de¬ 
preciation.  But  we  have  not  such  a  case.” 

i , 

Mr.  Hanna,  President  of  the  Company,  testified 
that  the  latest  type  of  cars  in  use  elsewhere  are 
light,  with  relatively  powerful  motors,  rapid  ac¬ 
celeration,  powerful  brakes  for  rapid  braking'  and 
a  more  luxurious  type  of  seat  (Tr.  p.  462).  j  No 
cars  have  been  purchased  by  the  Company  since 
1919,  (Tr.  p.  442),  and  no  cars  have  ever  been 
retired  from  fair  value  with  the  exception  of  their 
old  single  truck  cars  (Tr.  pp.  465,  487).  j  The 
depreciated  condition  of  the  Company’s  cars  and 
other  equipment  is  made  plain  by  the  statement  of 
the  President  of  the  Company, 


“That  if  we  had  a  sufficient  rate  of  fare 
to  enable  us  to  purchase  new  equipment, 
which  we  have  not  done  for  many  years, 
and  to  put  our  equipment  and  our  service 
in  a  better  shape  than  it  is  now,  that  our 
passengers  would  go  up.”  j 

And  yet  the  Company,  ever  since  the  year  1911, 
has  been  accumulating  a  rapidly  increasing  sink- 


ing  fund  for  the  very  purpose  of  replacing  obsolete 
and  worn  out  equipment,  the  annual  additions  to 
such  sinking  fund  being  charged  to  operating  ex¬ 
penses  and  thus  to  the  public. 

Fifty-two  of  the  Company’s  cars  are  now 
twenty-three  years  old;  twelve  cars  twenty-one 
years  old,  and  fifty-four  are  twenty  years  old.  Mr. 
Hanna  stated  that  the  average  life  of  their  cars  is 
approximately  seventeen  and  one-half  years  (Tr. 
p.  372). 

Witness  Zelinski  testified  the  obsolescence  in  the 
Company’s  rolling  stock  amounted  to  $675,350. 

The  Company  admits  that  a  large  amount  of 
their  track  is  old  and  not  in  good  operating  con¬ 
dition,  some  dating  back  to  at  least  1901  (Tr.  pp. 
463,  464). 

Witnesses  for  the  Capital  Traction  Company 
testified  that  the  best  form  of  yoke  to  use  at  the 
present  time  is  a  flat  bottom  yoke,  the  bottom  of 
which  extends  practically  all  the  way  across  its 
length  (Tr.  p.  464) ;  that  77  per  cent  of  the  yokes 
now  in  use  are  of  a  type  no  longer  purchased 
(Tr.  p.  465) ;  and  that  the  older  yokes  are  not 
capable  of  holding  the  heavier  type  of  rail  now 
used  (Tr.  p.  465) ;  that  9.9  per  cent  of  the  main 
line  track  in  the  District  of  Columbia  is  laid  with 
thermit  weld  joints  and  this  is  the  type  of  joint 
now  in  vogue;  that  3  per  cent  of  the  main  track 
conduit  is  laid  with  six  inch  rail  of  a  type  which 
they  no  longer  purchase. 

The  witness  Zelinski  testified  that  from  his  ob¬ 
servation  of  the  track  under-maintenance  existed 
in  8  miles  of  underground  construction,  and  4.19 
miles  of  overhead  construction ;  that  renewal  was 
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necessary  in  6.47  miles  of  underground  construc¬ 
tion  and  0.10  miles  of  overhead  construction.!  He 
also  testified  that  it  would  require  an  expenditure 
of  $110,000  to  restore  the  special  track  construc¬ 
tion  to  full  service  condition.  Upon  his  estimate 
of  costs  of  restoring  the  track  to  full  service  use  he 
finds  depreciation  in  the  roadway  to  the  amount 
of  $1,059,540.  | 

The  Company  concedes  that  its  power  plant  is 
old  and  not  particularly  efficient  (Tr.  p.  47$). 

It  also  appears  from  the  record  that  the  shops 
building  was  erected  about  1878  or  1879;  tha;t  the 
Navy  Yard  barn  was  originally  constructed  in 
1891  and  1892,  and  was  entirely  rebuilt  in  1909, 
and  about  half  of  the  present  building  was  built 
new  then ;  the  Georgetown  barn  was  built  in  1895 
and  has  been  reconstructed  two  or  three  times 
since  that  very  radical  changes  have  been  made  in 
it  and  that  the  entire  inside  of  the  building  was 
changed  in  1910  to  accommodate  double  truck 
cars;  that  the  Decatur  Street  barn  was  bufit  in 
1906  or  1907;  that  the  garage  at  Water  and  K 
Streets  was  built  about  1880  and  some  changes 
have  been  made  in  it  in  the  past  year,  including  a 
new  roof  (Tr.  p.  372).  j 

Witness  Zelinski  in  investigating  the  properties 
of  the  two  Companies  as  to  depreciation,  deferred 
maintenance,  and  obsolescence  confined  himself  to 
roadway  and  rolling  stock.  It  was  not  the  purpose 
of  the  defendants  in  putting  this  witness  on  the 
stand  to  show  what  the  actual  condition  of  the 
plaintiffs’  properties  was  as  of  today,  but  to  show 
merely  that  substantial  changes  due  to  depre¬ 
ciation,  obsolescence,  and  deferred  maintenance 
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had  ocurred.  This  clearly  shows  that  in  the 
absence  of  a  physical  examination  of  the  proper¬ 
ties  it  is  impossible  to  determine  the  present  fair 
value  of  the  two  Companies.  Furthermore,  in 
computing  depreciation  the  witness  considered 
only  the  cost  of  placing  the  property  in  full  oper¬ 
ating  condition  and  did  not  consider  inherent 
physical  depreciation  arising  from  age  or  other 
causes. 


DEPRECIATION  RESERVE  AND  SINKING 

FUND 

, Washington  Railway  and  Electric  Company : 

This  Company  does  not  maintain  a  sinking  fund 
as  does  the  Capital  Traction  Company,  but  merely 
maintains  a  depreciation  reserve,  a  mere  book¬ 
keeping  entry.  Depreciation  is  accrued  annually 
upon  the  depreciable  property  of  the  Company 
which  is  credited  to  this  reserve  and  charged  to 
operating  expenses,  thus  reducing  the  amount  of 
revenue  available  for  fair  return.  Therefore, 
there  can  be  no  question  but  that  with  respect  to 
this  Company  depreciation  must  be  deducted  from 
reproduction  cost. 

Capital  Traction  Company : 

This  Company,  in  addition  to  maintaining  a  de¬ 
preciation  reserve  also  has  a  sinking  fund.  This 
fund  was  started  in  1911  by  transferring  to  its 
credit  from  surplus  the  sum  of  $155,000.00.  A 
further  contribution  of  $50,000.00  was  made  the 
following  year.  Depreciation  has  been  accrued 
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annually  upon  the  depreciable  property  of  the  com¬ 
pany  and  added  to  this  fund  and  charged  to  operat¬ 
ing  expenses.  By  January  1,  1925,  this  fund  had 
grown  from  the  $205,000.00  contributed  by  the 
company  to  over  $2,000,000.00  contributed  by  its 
patrons;  on  July  31,  1928,  it  had  increased  to 
$3,284,615.83.  On  July  31,  1928,  $2,148,750.49 
of  this  fund  was  invested  by  the  Company  in  its 
own  property  (Tr.  p.  404).  A  portion  of  the 
fund  is  invested  in  securities  upon  which  the 
company  receives  an  average  of  4.17  per  icent, 
and  the  balance  is  deposited  in  bank  upon  which 
the  company  receives  interest  at  the  rate  of 
3%.  (Formal  Case  201,  Tr.  241)  (p.  387)  j  An 
amount  equivalent  to  three  per  cent  (compounded 
monthly)  of  the  sinking  fund  is  deducted  from  the 
annual  depreciation  charge  to  operating  expense, 
thus  making  the  annual  depreciation  charge  less  by 
that  amount  than  under  the  straight  line  method 
of  accruing  depreciation.  However,  it  will  be 
noted  that  the  property  represented  by  the  portion 
of  the  fund  invested  in  the  company's  property  is 
included  in  its  fair  value  and  upon  which  it  asks 
a  rate  of  return  considerably  in  excess  of  three  per 
cent,  and  upon  that  portion  of  the  fund  represented 
by  other  investments  and  cash  in  bank  it  is  earn¬ 
ing  in  excess  of  three  per  cent.  Should  the !  Com¬ 
pany  borrow  money  from  an  outside  source  it 
would  be  required  to  pay  six  per  cent  interest  in¬ 
stead  of  the  three  per  cent  it  pays  on  the  fund. 
(Tr.  p.  481).  If  the  Company  had  paid  in¬ 
terest  on  this  fund  at  the  rate  of  four  per  cent  an 
additional  $37,862.05  would  have  been  deducted 
from  operating  expenses  during  1928,  thus  in¬ 
creasing  the  net  operating  income  by  that  amount, 
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while  a  rate  of  five  per  cent  would  have  increased 
said  income  $71,636.84.  (Tr.  p.  495). 

We  earnestly  suggest  that  the  question  of  sink¬ 
ing  funds,  whether  in  connection  with  valuation 
or  annual  charges  to  operating  expense  has  been 
erroneously  treated  in  the  evidence  of  record.  The 
true  effect  of  such  funds  is  discussed  at  length  in 
Depreciation  Charges  of  Steam  Railroad  Com¬ 
panies,  a  proposed  report  of  the  Interstate  Com¬ 
merce  Commission,  published  August  15,  1929, 
which  reveals  the  lack  of  novelty  in  the  contention 
of  the  appellees  before  the  trial  court  and  the  error 
in  the  principles  applied  in  the  ascertainment  of 
previous  valuations. 


ACCOUNTING  METHODS 

The  methods  of  the  two  companies  are  at  vari¬ 
ance  in  all  major  respects.  Depreciation  is  ac¬ 
crued  by  the  Washington  Railway  and  Electric 
Company  upon  the  straight  line  basis,  whereas  it 
is  accrued  by  the  Capital  Traction  Company  upon 
the  sinking  fund  basis  (Tr.  p.  251).  In  the 
case  of  track  renewals  the  latter  Company  charges 
forty  per  cent  of  the  labor  cost  to  operating 
expense  on  the  theory  that  this  percentage  rep¬ 
resents  excess  labor  due  to  construction  during  op¬ 
eration,  (Tr.  p.  477)  whereas  the  method  fol¬ 
lowed  by  the  Washington  Railway  Company  re¬ 
sults  in  a  charge  of  approximately  seventy  per  cent 
to  operating  expense.  In  the  case  of  a  substantial 
replacement  the  Capital  Traction  Company  retires 
from  capital  the  property  replaced  and  charges  to 
capital  the  cost  of  the  replacement,  (Tr.  p.  477) 


73 


whereas  the  Washington  Railway  and  Electric 
Company  when  the  replacement  is  in  kind  does 
not  retire  the  property  replaced  from  value  but 
treats  the  same  as  a  repair  and  charges  the  whole 
cost  to  operating  expenses.  (Tr.  pp.  212-215). 
This  method  of  accounting  of  the  latter  Company 
erroneously  increases  its  operating  expenses  ap¬ 
proximately  $200,000  per  annum.  (Tr.  p.  272). 
Mr.  Barbour,  in  his  argument  at  bar,  stated  that 
the  depreciation  reserve  was  created  to  prevent 
large  charges  to  operating  expenses  for  major 
renewals  in  any  one  year,  thus  leveling  the  charges 
to  operating  expenses.  But  if,  after  creating  and 
maintaining  such  a  reserve,  through  ahnual 
charges  to  operating  expenses,  the  property  retired 
is  not  charged  to  the  depreciation  reserve  and  the 
cost  of  the  replacement  is  charged  as  an  operating 
expense,  the  public  is  twice  called  upon  to  bear  the 
burden. 

With  respect  to  the  Washington  Railway  and 
Electric  Company  all  depreciation  on  busses  is 
charged  to  the  District  of  Columbia,  whereas  cer¬ 
tain  ones  operate  in  Maryland  as  well  as  in  the 
District,  notwithstanding  the  fact  that  mainte¬ 
nance  charges  on  these  busses  are  allocated  be¬ 
tween  the  District  and  Maryland  (Tr.|  pp. 
222-223) ;  all  depreciation  on  property  used  for 
power  purposes  is  included  in  District  operat¬ 
ing  expenses,  whereas  a  part  of  the  power  is;  used 
in  Maryland  as  well  as  within  the  District!  (Tr. 
p.  223 ) ;  the  record  indicates  that  all  expenses  in 
connection  with  litigation  including  judgments  are 
arbitrarily  allocated  between  Maryland  and  the 
District  of  Columbia,  whereas  in  fact,  to  the  ex¬ 
tent  of  judgments  at  least,  it  is  entirely  possible  to 


ascertain  which  jurisdiction  should  be  charged 
with  such  expense  (Tr.  p.  224) ;  there  is  no  alloca¬ 
tion  between  the  District  and  Maryland  with  ref¬ 
erence  to  insurance  charges  for  fire  even  though 
certain  busses  of  the  Washington  Railway  and 
Electric  Company  operate  both  in  the  District  of 
Columbia  and  Maryland  (Tr.  p.  283). 

Mr.  Ham  stated  that  while  his  Company  was 
not  overstating  its  capital  account  there  was  a 
question  as  to  whether  there  is  a  proper  distribu¬ 
tion  between  operating  expenses  and  depreciation 
reserve  (Tr.  p.  210). 

Mr.  Heberle  of  the  Capital  Traction  Company 
testified  that  his  Company  had  never  been  able  to 
successfully  allocate  expenses  between  the  District 
and  Maryland.  (Case  p.  356). 

Both  Companies  carry  in  their  value  property 
which  is  no  longer  used  in  railway  operations,  but 
which  is  leased  to  others.  It  is  true  that  the  in¬ 
come  from  this  property  is  credited  to  operating 
revenue,  but  whether  this  method  of  accounting  is 
fair  to  the  public  depends  entirely  upon  the  rate 
of  return  the  Companies  receive  from  such  prop¬ 
erty.  The  record  does  not  disclose  the  amount  of 
the  rentals  received.  (Tr.  pp.  380,  391). 


INCOME  TAX 

Each  Company  deducts  from  its  operating  in¬ 
come  the  amount  of  its  Federal  income  tax.  (Tr. 
pp.  405,  270). !  In  considering  a  fair  rate  of  re¬ 
turn,  however,  consideration  must  be  given  to  the 
fact  that  a  stockholder  is  not  required  to  pay  the 
normal  income  tax  on  dividends. 


In  Galveston  Electric  Company  v.  Galveston , 
258  U.S.  399,  400,  Mr.  Justice  Brandeis,  deliver¬ 
ing  the  opinion  of  the  Court,  held  that  the  Federal 
income  tax  was  to  be  included  in  operating  ex¬ 
penses  the  same  as  any  other  tax,  but  remarked 
that  the  fact  of  this  deduction  should  be  taken  into 
consideration  in  determining  the  fair  rate  |of  re¬ 
turn.  He  said:  j 

i 

♦  j 

j 

i 

“In  calculating  whether  the  five-cent 
fare  will  yield  a  proper  return,  it  is  ;neces- 
sary  to  deduct  from  gross  revenue  the  ex¬ 
penses  and  charges;  and  all  taxes  j  which 
would  be  payable  if  a  fair  return  were 
earned  are  appropriate  deductions.  There 
is  no  difference  in  this  respect  between  state 
and  Federal  taxes  or  between  income  taxes 
and  others.  But  the  fact  that  it  is  the 
Federal  corporate  income  tax  for  which 
deduction  is  made,  must  be  taken  into  con¬ 
sideration  in  determining  what  ratej  of  re¬ 
turn  shall  be  deemed  fair.  For  under  No. 
216  the  stockholder  does  not  include  in  the 
income  on  which  the  normal  Federal  tax 
is  payable  dividends  received  from  tljie  cor¬ 
poration.  This  tax  exemption  is  therefore, 
in  effect,  part  of  the  return  on  the  invest- 
ment.” 

i 

Even  after  the  decision  in  the  Galvestoh  case 
some  regulating  authorities  were  still  in  doubt  as 
to  how  the  income  tax  should  be  treated.  Blit  this 
question  was  finally  cleared  up  in  Georgia  Railway 
&  Power  Company  v.  Railroad  Commission ,  262 
U.  S.  625,  decided  June  11,  1923,  in  which  Mr. 
Justice  Brandeis  wrote  the  opinion  of  the  Court. 
On  this  subject  he  said  (at  pages  632  and  633) : 
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“Fourth.  The  Companies  contend  that 
there  was  error,  also,  in  estimating  the 
amount  of  the  probable  net  income.  One 
objection  relates  to  the  Federal  corporate 
income  tax  (10  per  cent)  assumed  to  be 
$45,364.  The  Commission  treated  the  tax 
as  a  proper  operating  charge.  The  court 
disallowed  it;  and  thus  increased  its  esti¬ 
mate  of  probable  net  income.  In  this  the 
court  erred.  ... 

“Fifth.  The  probable  return  based  on  the 
value  and  the  probable  income  found  by  the 
Commission  would  be  nearly  7^4  per  cent. 
It  must  be  borne  in  mind,  as  pointed  out  in 
Galveston  Electric  Co .  v.  Galveston ,  supra, 
that,  since  dividends  from  the  corporation 
are  not  included  in  the  income  on  which  the 
normal  Federal  tax  is  payable  by  stockhold¬ 
ers,  the  tax  exemption  is,  in  effect,  an  addi¬ 
tional  return  on  the  investment.  A  return 
of  7%  per  cent — in  addition  to  this  tax 
exemption — cannot  be  deemed  confiscatory. 
The  solicitude  of  the  Commission  to  secure 
to  the  companies  a  fair  return  is  shown  by 
its  treatment  of  them  during  the  three 
years  preceding  the  order  here  in  question.” 


GOING  CONCERN  VALUE 

In  the  valuations  of  both  Companies  they  have 
been  given  credit  for  an  intangible  element  known 
as  going  concern  value.  Due  to  the  great  influx  of 
private  automobiles  within  the  District  of  Colum¬ 
bia  in  the  last  several  years,  the  increase  in  the  use 
of  popular-price  taxicabs,  and  the  advent  of  bus 
service,  the  field  from  which  the  street  railway 
companies  have  drawn  their  patrons  has  been  re¬ 
duced  materially.  The  street  railways  no  longer 


enjoy  a  monopoly  in  the  transportation  field,  but 
are  now  confronted  with  stern  competition. 

There  has  been  an  average  decline  of  three  per 
cent  annually  in  passengers  carried  since  1920; 
and  there  has  been  a  decline  of  5.4  per  cent  annu¬ 
ally  in  passengers  carried  per  capita  from!  1919 
through  1928  (Tr.  p.  477) .  Therefore,  we  submit 
the  going  concern  value  of  these  Companies  has 
decreased  since  their  respective  valuations,  j 

In  Des  Moines  Gas  Company  vs.  Des  Moines , 
238  U.S.  153,  the  United  States  Supreme  Court, 
through  Mr.  Justice  Day,  said  at  page  165 :  j 


“That  there  is  an  element  of  value  in  an 
assembled  and  established  plant,  doing  bus¬ 
iness  and  earning  money,  over  one  not  thus 
advanced,  is  self-evident.  This  element  of 
value  is  a  property  right,  and  should  be  con¬ 
sidered  in  determining  the  value  cjf  the 
property,  upon  which  the  owner  has  ai  right 
to  make  a  fair  return  when  the  same  is  pri¬ 
vately  owned  although  dedicated  to  public 
use.  Each  case  must  be  controlled  py  its 
own  circumstances.”  (Italics  ours)  j 

i 

j 

FINAL  VALUE 


The  plaintiffs  seem  to  have  forgotten  that  in  the 
determination  of  the  value  of  their  properties 
many  elements  entered  other  than  the  bare  <*ost  of 
reproducing  the  properties  new.  Fortunately,  in 
its  most  recent  cases  dealing  with  the  value  of 
utility  properties,  the  Supreme  Court  of  the 
United  States  has  furnished  a  reminder  tl}at  the 
rule  in  Smyth  v.  Ames ,  supra,  for  the  determina¬ 
tion  of  present  value  is  unaltered  in  its  force  and 
strengthened  rather  than  enfeebled  by  the  eco- 


nomic  experience  of  the  intervening  years.  The 
value  of  the  property  of  the  Washington  Railway 
and  Electric  Company  was  ascertained  in  1919. 
The  Commission  said,  Annual  Report  of  Public 
Utilities  Commission,  1919,  page  376: 

“Paragraph  6  of  the  Public  Utilities 
Commission  law  provides  for  the  ascertain¬ 
ment  by  the  commission  as  soon  and  as 
nearly  as  practicable  the  amount  of  money 
expended  in  the  construction  and  equip¬ 
ment  of  every  public  utility,  etc.,  and  to  re¬ 
place  all  of"  its  physical  properties,  the 
amount  of  its  outstanding  stocks,  bonds, 
etc.,  and  the  consideration  therefor,  and 
other  information  for  the  benefit  of  the 
commission  and  the  public,  and  there  is  no 
doubt  that  it  was  the  intention  of  Congress 
that  such  parts  of  the  information  so  to  be 
obtained  as  constitute  proper  elements  in 
determining  the  'fair  value’  of  the  proper¬ 
ties  of  the  utility  should  be  considered  by 
the  commission.  Whatever  may  be  the  real 
purpose  of  paragraph  6,  there  is  no  ques¬ 
tion  that  in  valuing  the  property  of  the 
company  actually  used  and  useful  for  the 
convenience  of  the  public  at  the  fair  value 
thereof  at  the  time  of  the  valuation,  as  pre¬ 
scribed  by  paragraph  7,  the  commission  is 
called  upon  to  take  into  consideration  not 
only  those  matters  and  things  mentioned  in 
paragraph  6  which  are  entitled  to  weight 
in  such  valuation,  but  all  other  facts  and 
circumstances  which  the  courts  have  deter¬ 
mined  or  which  experience  has  shown 
should  be  considered  in  determining  such 
‘fair  value’.” 

At  page  383  of  the  same  report  the  Commission 
reported  not  only  the  cost  of  reproduction  new  of 


the  property  but  also  certain  then  existing  intan¬ 
gible  elements  of  value,  depreciation  on  the  basis 
of  cost  of  reproduction  and  historical  cost  and  also 
the  historical  cost  of  the  property.  It  took  into  ac¬ 
count  the  entire  history  of  the  carrier  operation 
and  stated : 


i 

“In  determining  the  fair  value  of  the 
property  of  the  respondent  companies,  as 
provided  for  in  paragraph  7  of  the  act 
creating  the  Public  Utilities  Commission, 
the  commission  gives  weight  to  both  the  his¬ 
torical  cost  and  the  reproduction  costj  But 
neither  of  them  is  determinative.  Each 
must  be  considered  in  the  light  thrown  upon 
the  problem  by  the  other,  and  both  must  be 
considered  with  respect  to  the  important 
matter  of  depreciation,  as  well  as  with  re¬ 
spect  to  intangible  elements  of  vahle  not 
included  in  either,  such  as  right  of  way  and 
development  costs,  as  set  up  above.  The 
whole  problem  has  been  carefully  studied  in 
the  light  of  all  the  testimony  adduced  in  the 
hearing  in  these  cases  and  of  the  argument 
of  counsel  both  orally  and  in  their  j  brief. 
The  acts  and  findings  of  other  commissions 
and  of  courts  in  similar  cases  have  been 
carefully  considered  by  the  commission.” 


In  a  recent  case  in  which  the  principles  of  valu¬ 
ation  were  the  first  question,  St.  Louis  &  O’Fallon 
Ry.  v.  United  States ,  49  Sup.  Ct.  385,  the  Court 
said: 

“No  doubt  there  are  some,  perhaps  many 
railroads,  the  ultimate  value  of  !  which 
should  be  placed  far  below  the  sum  neces¬ 
sary  for  reproduction.” 


Can  it  be  doubted  that  in  this  connection  the  Court 

i 

was  giving  notice  that  not  only  must  costj  of  re- 
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production  new,  original  cost  and  depreciation  be 
considered,  but  there  are  other  elements  of  vital 
importance  which  may  result  in  the  finding  of 
value  “far  below”  reproduction  costs?  It  cannot 
possibly  be  contended  that  the  conditions  in  1930 
were  identical  with  the  conditions  in  1919.  The 
entire  war  period  of  inflation  and  speculative  val¬ 
ues  had  intervened.  Numerous  additions  and  bet¬ 
terments  had  been  installed  to  meet  the  tide  of  tem¬ 
porary  residents  of  Washington  regardless  of 
costs.  Competition,  almost  entirely  absent  at  the 
time  of  the  previous  valuation,  has  developed  enor¬ 
mously.  It  is  a  fact  of  which  judicial  notice  may 
be  taken  that  in  numerous  sections  of  the  country 
electric  street  railways  have  been  entirely  aban¬ 
doned  as  a  result  of  the  deflection  of  traffic  to  the 
private  automobile,  the  taxicab,  and  the  motor  bus. 
All  of  these  facts  are  cited  as  additional  indica¬ 
tions  of  the  impropriety  of  an  assumption  that  a 
value  fixed  by  the  Commission  many  years  ago 
must  necessarily  be  the  minimum  value  at  the 
present  time  because  additional  plant  has  been 
added.  In  United  Fuel  Gas  Company  v.  Railroad 
Commission  of  Kentucky ,  278  U.S.  313,  the  Su¬ 
preme  Court  said : 

“The  burden  of  proving  the  value  of 
property  on  which  they  are  constitutionally 
entitled  to  earn  a  fair  return  rests  upon  the 
appellants  and,  to  justify  judicial  interfer¬ 
ence  with  the  action  of  State  officers  in  fix¬ 
ing  the  rate  assailed,  must  be  supported  by 
clear  and  convincing  evidence.” 

In  ascertaining  the  final  value  of  a  utility  which, 
in  the  minds  of  many  is  approaching  obsolescence, 
it  might  be  well  to  refer  to  the  conclusions  of  the' 


/ 


Interstate  Commerce  Commission  in  discussing  the 
final  value  of  the  Atlanta  B.  &  A.  R.  Co.  75  I.C.C. 
645  at  667.  The  Commission  says  that  in  the  Exer¬ 
cise  of  sound  judgment  for  determining  value  it 
must  consider, 


“original  cost  and  investment  in  the  prop¬ 
erty,  estimates  of  the  cost  of  reproducing 
the  physical  property,  other  than  lands, 
with  appreciation  and  depreciation,!  and 
also  the  important  question  of  the  justifica¬ 
tion  of  the  existence  of  the  railroad  as  an 

agency  of  public  service.”  \ 

*  | 

In  Kansas  City  Southern  Ry.  Co.  84  I.C.C)  113, 
6  Fed.  2nd  692,  certiorari  denied  269  U.S.  570,  the 
Interstate  Commerce  Commission  also  said, 

y  i 

“In  determining  aggregate  values  orig¬ 
inal  cost  to  the  extent  ascertainable!  as  a 
fact,  restated  investment,  reproduction  new 
and  reproduction  less  depreciation  are 
shown,  and  present  capitalization  and  cor¬ 
porate  history  of  carriers  are  stated!;  and 
there  is  in  addition  an  estimate  by  the  car¬ 
riers  of  the  commercial  or  economic  value 
of  the  property.  These  are  checks  one|  upon 
the  other.  No  one  fact,  costs,  study)  esti¬ 
mate  or  other  factor  can  be  said  to  be  nec¬ 
essarily  controlling,  etc.” 

i 

! 

In  numerous  other  cases  the  Interstate  Com¬ 
merce  Commission  and  the  Courts  have  dwplt  at 
length  upon  the  numerous  elements  of  present 
conditions  which  must  be  considered  before  the 
sound  discretion  of  the  Commission  may  be  exer¬ 
cised.  Particularly  have  they  condemned  slavish 
acceptance  of  a  formula  such  as  that  presented  by 
the  evidence  in  the  present  cases. 


i 
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Taken  in  conjunction  with  the  Supreme  Court’s 
decision  in  the  St.  Louis  &  O’Fallon  case,  supra,  to 
the  effect  that  the  value  may  be  much  less  than  the 
cost  of  reproduction,  such  statements  establish 
the  fallacy  of  an  off-hand  valuation  of  a  property 
dependent  upon  a  Commission’s  analysis  of  condi¬ 
tions  many  years  previous  and  without  evidence  of 
the  full  effect  of  present  competitive  conditions 
tending  to  diminish  the  worth  of  the  property  for 
rate  making  purposes. 

The  case  presented  by  both  of  the  plaintiffs  are 
nothing  more  or  less  than  an  assertion  that  the 
value  may  be  found  by  the  use  of  split  inventory 
methods  even  through  a  period  of  remarkable  in¬ 
dustrial  acceleration  and  inflation  and  equally 
startlingly  rapid  reduction  in  price  levels.  It  has 
heretofore  been  pointed  out  that  the  split  inven¬ 
tory  method  under  such  conditions  has  been  re¬ 
peatedly  disapproved.  The  mere  addition  of  sub¬ 
sequent  investment  in  piecemeal  construction  to  a 
previously  determined  rate  base  fails  to  take  ac¬ 
count  of  present  conditions  as  to  the  great  mass  of 
the  property  and  inherently  includes  an  assump¬ 
tion  that  all  of  the  factors  going  to  the  ascertain¬ 
ment  of  final  value  are  unaffected  by  such  changes. 
Such  a  theory  is  without  judicial  support,  citing 
Missouri  ex  rel  Southwestern  Bell  Telephone  Com¬ 
pany  v.  Public  Service  Commission ,  262  U.S.  276, 
San  Diego  Land  &  T .  Co.  v.  Jasper ,  189  U.S.  439, 
Darnell  v.  Edwards ,  244  U.S.  564,  570. 


THE  COURT  ERRED  IN  GRANTING  AN 
INCREASE  IN  FARE 


The  Court  erred  in  granting  increase  in  fhres 
because  it  did  not  appear  from  the  record  that  an 
increase  in  fare  would  result  in  an  increase  in  net 
return.  In  its  report,  from  which  appeal  was  ta¬ 
ken,  the  Public  Utilities  Commission  said  (Rec. 

p.  101) :  | 


“Again,  the  companies’  estimate  of  !  the 
net  results  of  the  increased  charge  upon  the 
street  car  riders  is  based  upon  the  assump¬ 
tion  that  this  higher  fare  would  result  ih  no 
diminution  in  the  number  of  riders,  o!r  at 
least  if  such  a  decrease  in  patronage  does 
show  itself,  that  it  will  be  temporary  |  and 
not  permanent.  It  is  not  to  be  denied,  how¬ 
ever,  that  increased  charges  for  service  are 
,  not  always  followed  by  increases  in  reve¬ 
nue.  The  companies  may  well  be  mistaken 
in  their  prognostications.  As  the  record  is 
studied  it  becomes  more  and  more  apparent 
that  much  of  the  evidence  deals  with  con¬ 
jectures,  estimates,  predictions  as  to  what 
will  happen  in  the  future  if  certain  things 
are  done.”  I 

I 

In  referring  to  this  finding  the  Court  in  its 
opinion  said  (Rec.  p.  171) : 


“The  Commission  objects  that ;  the 
amount  of  income  from  an  increase  in  rates 
would  be  speculative.  This  is  necessarily 
true,  but  such  an  objection  would  prevent 
an  increase  in  rate  at  any  time.  Under  the 
proposed  new  fare  of  ten  cents  (10c)  cash 
or  four  tokens  for  thirty  cents,  it  is  reason¬ 
able  to  suppose  that  the  proportion  of  to¬ 
kens  sold  will  be  increased,  the  difference  in 


the  cost  of  a  token  and  the  cash  fare  being 
2*4  c>  while  under  the  present  fare  it  is 
only  1  l-3c.  If  as  estimated  by  the  rail¬ 
ways  85%  of  the  passengers  will  buy  tokens 
under  the  new  rate,  if  the  number  of  pas¬ 
sengers  remains  the  same,  would  on  the 
minimum  valuation  of  The  Capital  Trac¬ 
tion  Company  furnish  a  return  of  4.95%, 
on  that  of  the  Washington  Railway  and 
Electric  Company,  6.96%)*  Of  course,  if 
the  proportion  of  tokens  sold  should  turn 
out  to  be  less,  the  increase  in  income  and 
rate  of  return  would  be  somewhat  greater. 
On  the  other  hand,  the  increase  in  fare  will 
undoubtedly  cause  a  decrease  in  the  num¬ 
ber  of  passengers. 

“In  my  opm  '  -  <  the  increased  rate  of  fare 
asked  for  together  with  the  abolition  of  the 
charge  for  transfers,  will  furnish  a  return 
that  is  certainly  not  unreasonably  high.” 

The  statement  in  the  opinion  of  the  Court  in 
referring  to  the  Commission's  finding  to  the  effect 
that  the  results  of  an  increase  in  rates  would  be 
speculative,  “This  is  necessarily  true,  but  such  an 
objection  would  prevent  an  increase  in  rate  at  any 
time,”  we  urge  to  be  an  erroneous  conclusion  of 
the  law.  It  is  self  evident  and  has  been  repeat¬ 
edly  decided  that  in  a  determination  as  to  the  rea¬ 
sonableness  of  rates  an  “intelligent  forecast”  of 
future  conditions  must  be  made  by  the  court  or 
regulatory  body.  This  is  most  ably  set  forth  in  the 
concurring  opinion  of  Mr.  Justice  Brandeis  in  the 
Southwestern  Bell  Telephone  Company  v.  Public 
Service  Commission ,  supra,  wherein  he  says : 

“To  decide  whether  a  proposed  rate  is 
confiscatory  the  tribunal  must  determine 
both  what  sum  would  be  earned  under  it 


: 

i 
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and  whether  that  sum  would  be  a  fair!  rate. 
The  decision  involves  ordinarily  the  making 
of  four  subsidiary  ones,  one,  what  the  gross 
earnings  from  operating  the  utility  under 
the  rate  in  controversy  would  be  (a  predic¬ 
tion),  two,  what  the  operating  expenses  and 
charges  while  so  operating  would  be  (a  pre¬ 
diction)  *  *  *” 


Other  cases  developing  at  least  the  factors  to  be 
considered  in  testing  such  a  prediction  and  indicat¬ 
ing  its  essential  character  are  Lincoln  G.  &  C.  Co. 
vs.  Lincoln ,  223  U.S.  349,  357,  Brush  Electric 
Company  vs.  Galveston ,  262  U.S.  443,  446, j  Chi¬ 
cago  &  Grand  Trunk  R .  R.  vs.  Wellman ,  143;  U.S. 
339,  343.  In  fact,  the  courts  have  so  repeatedly 
found  that  decreased  rates  tend  to  increase  gross 
revenues  because  of  increased  business  and  in¬ 
creased  rates  have  an  adverse  effect  on  such  reve¬ 
nues  that  it  may  be  taken  as  an  established  prin¬ 
ciple  of  rate  making,  Railroad  Commission  of 
Louisiana  vs.  Cumberland  Tel .  &  Tel.  Company , 
212  U.S.  414,  426,  Wilcox  v.  Consolidated  Gas 
Company ,  212  U.S.  19,  51. 

The  Supreme  Court  of  the  United  States  ip  the 
case  of  Florida  vs.  United  States ,  282  U.  S.i  194, 
214,  decided  January  5,  1931,  had  the  following 
to  say :  “The  raising  of  rates  does  not  necessarily 
increase  revenue.  It  may  in  particular  localities 
reduce  revenue  instead  of  increasing  it,  by  dis¬ 
couraging  patronage.” 


That  an  increase  in  fare  is  followed  by  a  de¬ 
crease  in  number  of  patrons  cannot  be  deniedi  In 
the  case  at  bar  this  principle  has  been  again 
demonstrated. 


i 

i 

i 
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We  may  examine  the  testimony  before  the 
Court  for  the  purpose  of  showing  the  inadequacy 
and  inaccuracy  of  the  estimates  as  to  the  effect  of 
increased  fares. 

The  witness  Hanna,  President  of  the  Capital 
Traction  Company,  stated  that  he  understood  the 
request  of  his  Company,  as  to  increase  in  fare,  to 
be  as  follows :  “I  will  simply  put  in  the  record  that 
our  understanding  of  our  application  is  that 
should  this  fare  be  granted  ten  cents  cash,  with 
four  tokens  for  thirty  cents,  passengers  who  are 
now  allowed  to  purchase  transfers  to  bus  lines  for 
two  cents  on  the  payment  of  a  token  fare  will  be 
allowed  the  same  privilege  in  the  future ;  that  pas¬ 
sengers  paying  a  ten  cent  cash  fare  will  be  is¬ 
sued  a  free  transfer  to  bus  lines.”  (Tr.  p.  419) 
Under  the  theory  just  stated  by  Mr.  Hanna  it 
would  be  possible  for  a  person  on  the  payment  of 
a  token  (costing  seven  and  one-half  cents)  to  re¬ 
ceive  a  transfer  to  an  intra-company  bus  on  the 
payment  of  an  additional  two  cents.  This  would 
make  the  ride  on  the  car  and  the  bus  total  nine 
and  one-half  cents. 

Mr.  Ham’s  theory  was  that  this  was  not  true  as 
to  his  Company’s  application  and  it  would  only  be 
possible  for  a  passenger  to  obtain  a  transfer  from 
a  street  car  to  a  bus  in  the  event  that  he  paid  a 
cash  fare  of  ten  cents,  in  which  event  the  transfer 
was  to  be  issued  with  additional  charge.  Under 
Mr.  Ham’s  interpretation  (Tr.  p.  419)  it  would 
cost  a  person  desiring  to  ride  on  both  a  car  and  bus 
a  ten  cent  flat  fare,  making  a  difference  in  the  total 
cost  of  one-half  cent  in  addition  to  what  it  would 
cost  a  person  making  use  of  similar  means  of 
transportation  under  the  theory  of  Mr.  Hanna. 
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(Tr.  p.  419).  In  computing  the  return  which  the 
Companies  will  receive  under  their  proposed!  rate 
of  fare,  they  assume  that  85  per  cent  of  their:  pas¬ 
sengers  will  purchase  tokens  while  only  15  per  cent 
will  pay  cash.  (Tr.  p.  420).  This  assumption  is 
purely  conjectural,  (Tr.  p.  246),  and  not|  sus¬ 
tained  by  the  record.  The  present  rate  of !  fare 
was  established  in  March,  1922,  at  which  time  the 
percentage  of  passengers  using  tokens  was  77.3  on 
the  Capital  Traction  Company’s  lines.  Since  then 
there  has  been  a  steady  decline  until  in  the  year 
1929  the  percentage  was  67.99.  (Exhibit  14.)  On 
the  Washington  Railway  and  Electric  Line  the  per¬ 
centage  declined  from  80.38  in  1922  to  72.26  in 
1929.  (Exhibit  129).  Mr.  Hanna  for  the  Capital 
Traction  Company  attributed  this  decline  almost 
entirely  to  the  increased  use  of  automobiles  as  a 
regular  means  of  transportation  to  and  from!  work 
and  about  business  affairs,  and  explained  that  a 
man  or  woman  who  uses  an  automobile  regularly 
to  go  to  work  or  to  his  or  her  daily  affairs  is  less  apt 
to  buy  tokens  and  more  apt  to  pay  cash  the  rela¬ 
tively  few  times  he  or  she  uses  the  street  car  than 
is  the  person  who  depends  on  the  street  car  for  his 
or  her  regular  transportation.  (Tr.  p.  443). 

Mr.  Heberle,  of  the  Capital  Traction  Conipany, 
testified  that  in  his  opinion  the  diminishing  use  of 
tokens  from  1923  to  1928  is  accounted  for  by  two 
factors,  (1),  that  there  is  a  forty  cent  investment 
required  and,  (2) ,  that  there  has  been  a  decrease  in 
the  regular  rider  who  has  more  and  more  become 
addicted  to  the  use  of  automobiles  (Tr.  p.!  421). 
The  first  statement  is  not  borne  out  by  the  record 
for  the  reason  that  there  has  been  no  change  in 
the  rate  of  fare  since  1922,  during  all  of  which 
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time  an  investment  of  forty  cents  has  been  re¬ 
quired  and  yet  during  that  period  the  ratio  of 
token  riders  to  cash  fare  riders  decreased  from  77.3 
per  cent  to  67.99  per  cent.  Therefore,  it  is  ap¬ 
parent  that  the  decrease  in  the  ratio  of  token 
riders  is  the  result  of  the  loss  of  regular  patrons 
alone. 

While  Mr.  Ham  of  the  Washington  Railway  and 
Electric  Company  stated  that  in  his  opinion  the 
loss  in  pasengers  that  would  result  from  increase 
in  fare  would  be  reflected  primarily  in  the  decrease 
of  cash  riders,  (Tr.  p.  247)  this  opinion  is  incon¬ 
sistent  with  following  testimony  of  this  witness : 

“I  believe  that  the  ten  cent  cash  fare  will 
be  a  more  acceptable  fare  than  eight  cents, 
because  of  the  convenience  in  making 
change,  and  the  fact  that  annoyance  is  not 
caused  the  passenger  in  frequently  being 
called  upon  to  make  change.”  (Tr.  p.  248) . 

If  the  latter  statement  be  correct,  substan¬ 
tially  all  passengers  would  pay  the  cash  fare,  since 
the  time  involved  in  receiving  tokens  purchased 
would  be  as  great  as  that  involved  in  waiting  for 
change. 

Upon  the  ratio  of  85  per  cent  token  riders  to  15 
per  cent  cash  riders,  the  Capital  Traction  Com¬ 
pany,  based  upon  its  claimed  valuation  and  the  net 
income  stated  by  it,  will  earn  a  rate  of  return 
amounting  to  4.88  per  cent.  The  Washington 
Railway  and  Electric  Company,  upon  the  same 
basis,  will  earn  a  return  of  6.40  per  cent.  But, 
on  the  other  hand,  should  the  percentage  of  token 
riders  not  increase  as  in  our  opinion  is  more  prob¬ 
able,  the  Capital  Traction  Company  upon  its  own 


figures  will  earn  a  return  of  approximate^  5.63 
per  cent,  (Tr.  p.  423),  and  the  Washington  Rail¬ 
way  and  Electric  Company  will  earn  a  return  of 
7.34  per  cent  (Ex.  130).  j 

i 

It  is  interesting  to  note  that  if  the  percentage  of 
token  riders  remains  as  at  present  the  Companies 
would  earn  substantially  the  same  rate  of  return 
upon  a  lesser  fare  as  upon  their  proposed  rate  with 
their  predicted  decrease  in  the  ratio  of  cash  riders. 

Under  the  proposed  rate  of  fare  (ten  cents  cash, 
four  tokens  for  thirty  cents),  the  income  of  the 
Capital  Traction  Company  will  be  increased  after 
deducting  taxes  the  following  amounts  $t  the 
various  token  ratios  below  set  forth : 


Token  ratio 

65% 

70% 

75% 

80% 

85% 


Amount  of  Increase 

$579,775.74  ! 
521,066.49  ! 
462,357.24  | 
403,647.99  i 
344,938.74  ! 

j 


! 

That  the  rates  actually  resulted  in  marked  re¬ 
ductions  of  gross  income  and  have  not  affected 
increased  earnings  is  shown  by  the  following 
tabulations : 
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Chartered  Bus  Revenue  which  is  included  in  Gross  Operating  Revenues  is  set  out  in  separate  column. 
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COMPARISON  WITH  OTHER  CITIES 

It  is  our  view  that  it  is  impossible  to  effect  any 
intelligent  analogy  between  the  experience  shown 
by  charts  covering  other  jurisdictions  with  that  of 
this.  The  charts  and  testimony  fail  to  show  that 
the  conditions  in  other  cities  are  similar  to  the 
conditions  here,  and  therefore  the  experience  of 
street  railway  companies  elsewhere  throw  no  light 
on  the  problems  confronting  the  Court  in  this  case. 

To  illustrate,  on  exhibit  14,  which  sets  forth  the 
use  of  tokens  at  various  rates  of  fare  in  the  Dis¬ 
trict  of  Columbia,  there  is  also  given  the  token 
ratios  existing  in  ten  other  cities.  It  appears 
from  the  record  that  the  Capital  Traction  Com¬ 
pany  sent  questionnaires  to  twenty-one  largest 
cities  in  the  United  States  as  given  in  the  United 
States  Census  Bureau  Bulletin  for  1920.  (Record 
443),  (p.425).  What  ratios  existed  in  the  re¬ 
maining  eleven  cities  does  not  appear.  Further¬ 
more,  there  is  nothing  to  indicate  the  history  of 
ratios  in  the  cities  listed  on  exhibit  14.  In  other 
words,  it  does  not  appear  that  in  such  cities 
changes  in  the  rates  of  fare  have  effected  changes 
in  the  ratios. 

In  Texas  Midland  Railroad,  75  I.C.C.  1,  133, 
(1918),  the  Interstate  Commerce  Commission 
said:  “It  involves  necessarily  the  comparison  of 
one  road  with  another,  and  unless  the  two  roads 
are  in  all  essential  particulars  identical,  the  com¬ 
parison  is  of  little  value.  Difference  *  *  *  in  oper¬ 
ating  conditions  may  be  such  as  to  render  the 
comparison  of  little  or  no  value.” 
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LACK  OF  NECESSITY  FOR  UNIFORM  FARE 


The  necessity  for  a  uniform  rate  of  fare  bn  the 
two  street  railway  company  lines  no  longer  ;  exists 
because  of  the  great  influx  of  busses  and  tapricabs 
with  fares  which  in  fact  permit  them  to  compete 
with  the  street  cars  and  afford  much  more  ex¬ 
peditious  service.  These  added  means  of  trans¬ 
portation  at  practically  the  same  cost  have  a  dual 
effect :  First,  to  a  degree  at  least,  lessen  thb  num¬ 
ber  of  passengers  who  would  make  use  normally 
of  the  lower  rate  company  and  secondly  through 
the  element  of  convenience  would  attract  many  of 
those  who  would  decline  to  make  use  of  the  higher 
rate  company.  Thus,  the  lower  rate  company 
would  not  be  excessively  overtaxed  as  has  been 
claimed  in  the  past.  In  addition,  a  number  of  the 
lines  of  the  two  companies  are  non-competing  and 
persons  living  or  working  on  certain  lines  of  the 
higher  rate  company  would  of  necessity  have  to 
continue  to  make  use  thereof.  j 

Furthermore,  when  we  contrast  the  service  ren¬ 
dered  and  the  rates  charged  at  present  by  busses 
and  taxicabs  with  the  service  rendered  and  I  rates 
requested  by  the  railway  companies,  we  find  the 
latter  rates  would  be  excessive  for  the  service 
rendered. 

The  companies  had  much  to  say  regarding  the 
necessity  and  merits  of  uniform  rates  of  fare. 
Apparently  the  need  for  such  uniformity  jfrom 
their  point  of  view  extends  only  to  the  fare  that 
both  companies  may  charge  for  various  kipds  of 
service  and  does  not  apply  to  intra-company 
charges.  For  instance,  the  application  of  the 
Capital  Traction  Company  states: 


“1.  That  the  Public  Utilities  Commission 
of  the  District  of  Columbia  fix  a  uniform 
rate  of  fare  upon  all  of  the  street  railway 
lines  of  the  District  of  Columbia  and  spe¬ 
cifically  upon  the  lines  of  your  petitioner  of 
ten  cents  (10c)  cash  per  passenger  with 
four  tokens  sold  for  thirty  cents  (30c)  with 
free  transfers  between  street  car  lines  and 
feeder  bus  lines  to  passengers  paying  ten 
cents  (10c)  cash  fare,  other  charges  to  re¬ 
main  as  at  present”  (Italics  ours). 

The  attentioh  of  the  Court  has  already  been 
called  to  a  disagreement  between  the  presidents  of 
the  two  Companies  concerning  intra-company 
transfer  charges. 

The  significance  of  the  phrase,  “other  charges 
-  to  remain  as  at  present”,  should  be  made  clear  to 
the  Court.  There  is  not  a  uniform  charge  for 
transportation  by  each  of  the  Companies  parties 
to  this  case.  For  instance,  the  Capital  Traction 
Company  has  a  feeder  bus  line  which  has  the  same 
rates  of  fare  that  the  street  cars  have,  with  free 
transfers  to  street  cars  upon  the  payment  of  either 
a  token  or  cash  fare.  It  has  another  line  with  a 
straight  ten-cent  fare  with  a  free  transfer  to  street 
cars.  It  has  other  situations  where  a  two-cent 
intra-company  transfer  charge  is  made. 

There  is  a  more  or  less  similar  situation  with 
respect  to  varying  rates  on  the  lines  of  the  Wash¬ 
ington  Railway  and  Electric  Company.  It  has  bus 
lines  with  a  straight  ten-cent  cash  fare,  that  are 
merely  supplemental  to  street  railway  service  and 
to  some  extent  parallel  street  car  lines,  and  on  one 
of  its  bus  lines  there  is  a  straight  ten-cent  cash  fare 
with  six  tickets  for  fifty  cents. 
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There  is  no  such  thing  then  as  uniformity  of 
rates  of  fare  now  existing.  If  the  contention  of 
the  two  Companies  is  correct  that  fares  should  be 
uniform,  it  necessarily  follows  that  patrons  of  each 
Company  should  be  treated  alike,  whethet*  their 
ride  originates  on  a  bus  with  a  transfer  tol  street 
cars,  or  vice  versa,  or  whether  there  is  a  continuous 
ride  on  a  bus  or  a  transfer  from  bus  to  bus.  I 

Although  the  question  of  merger  may  have  no 
place  in  this  hearing,  it  did  nevertheless  play  a 
part  in  the  proceeding  before  the  Commission  lead¬ 
ing  up  to  this  case.  It  cannot  be  doubted  that  a 
varying  rate  would  bring  about  a  merger  of  the 
two  Companies,  which  in  the  opinion  of  Mr. 
Hanna,  President  of  the  Capital  Traction  Com¬ 
pany,  is  the  only  solution  for  the  existing  ills  in 
the  local  street  car  business,  (Tr.  p.  359).  A 
merger  would  result  in  a  saving  in  excess  bf  the 
increase  which  would  be  received  by  the  Companies 
under  their  proposed  increase  in  fare.  I 

This  Court  may  well  consider  whether  or  not  the 
purpose  of  the  plaintiffs  in  insisting  on  immediate 
consideration  of  their  claims  for  increased  fare 
bore  any  relation  to  the  negotiations  and  hearings 
in  the  interest  of  a  merger  of  the  properties  and 
whether  the  removal  of  this  proceeding  in  its  in- 
completed  state  from  the  jurisdiction  of  the  Com¬ 
mission  has  not  served  to  defer  the  marked  savings 
of  operating  expenses  which  would  follow  3,  cor¬ 
porate  merger  and  unified  operation. 
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CONCLUSION 

We  respectfully  submit  that  it  has  been  clearly 
established, 

1.  That  these  causes  were  removed  from  the 
Public  Utilities  Commission  while  incomplete  and 
that  no  final  order  therein  had  been  entered  by  the 
Public  Utilities  Commission. 

2.  That  these  causes  were  appealed  from  the 
Commission  to  the  Court  in  its  legislative  capacity 
and  that  under  the  statute  no  appeal  could  be  had 
from  an  order  of  the  Commission  which  was  not 
final  in  character. 

3.  That  under  the  law  of  the  land,  as  well  as 
the  statute,  no  valid  conclusion  could  be  reached 
as  to  the  reasonableness  of  rates  of  fare  charged 
or  rate  of  return  earned  by  the  Companies  without 
a  finding  of  value. 

4.  That  it  has  been  clearly  established  that  the 
evidence  on  appeal  from  the  Commission  is  utterly 
inadequate  as  to  facts  and  was  ill-founded  as  to 
law,  and  that  it  does  not  constitute  a  record  from 
which  any  finding  as  to  the  present  value  of  the 
property  of  the  Companies  used  and  useful  in  pub¬ 
lic  service  may  be  determined.  We  submit  that 
the  Court  erred  in  attempting  to  approximate 
“minimum  value”  from  this  record  and  that  it  was 
not  contemplated  in  the  statute  that  when  acting 
in  its  legislative  capacity  the  Court  should  initiate 
valuation  proceedings.  We  earnestly  suggest  to 
this  Court  that  the  very  purpose  for  which  the 
regulatory  commission  was  founded  would  be  de¬ 
feated  if  the  court  be  permitted  to  attempt,  in  the 
first  instance,  to  substitute  its  sole  judgment  for 
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the  engineering,  accounting,  and  other  technical 
forces  provided  by  law  for  the  commission/ 

5.  That  the  record  shows  that  the  Commission 
was  not  unduly  delaying  the  determination  of  the 
petitions  of  the  Companies  and  that  it  was  justified 
in  considering  the  application  for  increased!  fare 
in  the  light  of  the  negotiations  contemplating  mer¬ 
ger  of  the  properties  of  the  Companies. 

6.  We  further  submit  that  the  record  does  not 

support  an  increase  in  the  rate  of  fare  and  that  the 
evidence  fails  to  indicate  that  the  increased  rates 
would  result  in  increased  revenues.  ! 

We  contend  that  the  Court  erred  for  each  of  the 
several  reasons  enumerated  in  not  dismissing  the 
appeal  of  the  Companies  and  remanding  the  causes 
to  the  Commission  for  ascertainment  of  additional 
facts  necessary  for  the  determination  of  value  and 
the  issuance  of  a  final  order.  I 

In  conclusion,  we  respectfully  submit  that  be¬ 
cause  of  these  errors  this  cause  should  be  reversed 
with  instructions  to  the  trial  court  to  remand  the 
matters  to  the  Public  Utilities  Commission  for 
further  proceedings  by  that  body  in  keeping  with 
the  intent  and  purpose  of  the  Public  Utilities  Act, 
and  that  the  order  of  the  trial  court  increasing  the 
rates  of  fare  should  be  vacated.  By  this  method, 
and  by  this  method  only,  can  there  be  lawfully 
ascertained  the  merits  of  the  petitions  of  the  Com¬ 
panies  for  changes  in  the  rate  of  fare. 

! 

Respectfully  submitted,  j 

i 

WILLIAM  W.  BRIDE,  I 

General  Counsel,  Public  Utilities  Commission. 

WILLIAM  A.  ROBERTS, 

Counsel,  Public  Utilities  Commission. 

RICHMOND  B.  KEECH,  j 

People’s  Counsel,  District  of  Columbia. 
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IN  THE 

i 

; 

Court  of  Appeals,  ©(strict  of  Columbia 


No.  5316. 


The  Public  Utilities  Commission  of  the  District  of 

i 

Columbia,  an  alleged  body  corporate,  and  Mason 
M.  Patrick,  Harleigh  H.  Hartman  and  Joh|n  C. 
Gotwals,  members  of  the  Public  Utilities  Com¬ 
mission  of  the  District  of  Columbia,  and  Rich- 
mond  B.  Keech,  People’s  Counsel,  Appellants, 

1 

v. 

! 

The  Capital  Traction  Company,  a  body  corporate, 
and  Washington  Railway  &  Electric  Com¬ 
pany,  a  corporation,  Appellees. 


JOINT  BRIEF  OF  APPELLEES. 


STATEMENT  OF  THE  CASE. 

I 

This  is  an  appeal  by  the  Public  Utilities  Commis¬ 
sion  of  the  District  of  Columbia  from  a  decree  of  the 
Supreme  Court  of  the  District  of  Columbia  vacating 
an  order  of  the  Public  Utilities  Commission  which 
denied  the  applications  of  The  Capital  Traction  Com¬ 
pany  and  the  Washington  Railway  &  Electric  Com- 


j 
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pany  to  said  Commission  for  an  increased  rate  of  fare 
and  which  decree  also  fixed  the  present  basic  rate  of 
fare  for  said  Companies  at  10  cents  cash  with  4  tokens 
for  30  cents. 

On  the  13th  day  of  June,  1929,  The  Capital  Traction 
Company  filed  a  petition  with  the  Public  Utilities 
Commission  of  the  District  of  Columbia  requesting 
authority  to  increase  the  fares  upon  its  street  rail¬ 
way  lines,  within  the  District  of  Columbia,  from  8 
cents  cash,  or  6  tokens  for  40  cents,  to  10  cents  cash, 
or  4  tokens  for  30  cents  and  also  requesting  that  the 
Washington  Railway  &  Electric  Company  be  made 
a  party  to  the  said  proceedings  before  the  Commis¬ 
sion. 

The  Public  Utilities  Commission,  by  its  Order  No. 
756  made  the  Washington  Railway  &  Electric  Com¬ 
pany  and  certain  other  street  railway  companies  par¬ 
ties  to  said  proceedings  and  pursuant  thereto  the 
Washington  Railway  &  Electric  Company  filed  its 
answer  by  which  it  requested  a  like  increase  on  its 
lines,  within  the  District  of  Columbia,  for  reasons 
similarly  advanced  by  The  Capital  Traction  Com¬ 
pany  in  its  petition,  as  appears  in  a  copy  of  said 
answer,  Exhibit  No.  3,  attached  to  its  bill  filed 
herein. 

A  hearing  was  held,  on  said  petition  and  answer, 
before  the  Public  Utilities  Commission,  starting  on 
the  29th  day  of  July,  1929,  and  continuing  with  few 
interruptions  until  the  7th  day  of  October,  1929,  at 
which  hearing  The  Capital  Traction  Company  in¬ 
troduced  proof  in  support  of  its  petition  and  the 
Washington  Railway  &  Electric  Company  appeared 
and  introduced  proof  in  support  of  its  answer  which 
established  the  facts  hereinafter  stated. 
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On  the  13th  day  of  November,  1929,  the  Public 
Utilities  Commission  issued  its  formal  Order  No. 
807  wherein  it  stated  (R.  103) :  I 

i 

| 

“the  requests  of  The  Capital  Traction  Com¬ 
pany  and  the  Washington  Railway  &  Eldctric 
Company  to  be  allowed  to  charge  street  car 
riders  ten  cents  (10c)  cash,  or  four  (4)  tokens 
for  thirty  cents  (30c)  are  denied.” 

Both  The  Capital  Traction  Company  and!  the 
Washington  Railway  &  Electric  Company  being  dis¬ 
satisfied  with  the  said  Order  No.  807  of  the  Com¬ 
mission  passed  on  the  13th  day  of  November,  1929, 
so  notified  said  Commission  and  filed  their  bills  in 
this  cause  on  the  9tli  day  of  December,  1929,  as  ap¬ 
peals  therefrom. 

After  certain  motions  had  been  made,  heard!  and 
denied,  the  cases  went  to  final  hearing  where,  by  con¬ 
sent  of  all  parties  they  were  consolidated  and  jwere 
heard  by  Mr.  Justice  Bailey  upon  the  merits  and  upon 
the  entire  record  made  before  the  Commission,  steno¬ 
graphic  transcript  of  which,  pursuant  to  the  require¬ 
ments  of  the  Public  Utilities  Act  had  been  transmitted 
to  the  Supreme  Court  of  the  District  of  Columbia. 

In  that  record  The  Capital  Traction  Company  had 
established  by  uncontradicted  evidence,  by  records 
and  findings  of  this  Court  and  by  records  and  docu¬ 
ments  in  the  files  of  the  Public  Utilities  Commission 
of  which  said  Commission  took  judicial  notice,  the 
then  present  value  of  its  property  (January  1,  1929), 
its  revenues,  expenses  and  income  available  for  return 
upon  its  value  for  several  years  last  passed  including 
the  calendar  year  1928  and  the  twelve  months  ending 
June  30,  1929.  This  record  further  showed  that  the 


i 
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rate  of  return  earned  by  The  Capital  Traction  Com¬ 
pany  upon  its  value  was  far  less  than  a  reasonable 
rate,  or  any  rates  held  to  be  adequate  by  the  courts 
in  similar  cases,  and  that  even  the  increased  rates  ap¬ 
plied  for  while  they  would  increase  the  return  would 
still  not  yield  an  adequate  return. 

In  said  record  before  the  Public  Utilities  Commis¬ 
sion  the  Washington  Railway  &  Electric  Company 

had  also  established  bv  uncontradicted  evidence  and 

•/ 

by  the  records  and  documents  in  the  files  of  the  Public 
Utilities  Commission  of  which  said  Commission  took 
judicial  notice,  a  minimum  value  of  its  properties,  said 
value  being  that  previously  found  by  said  Commis¬ 
sion  upon  a  basis  which  this  Court  in  the  cases  of 
Potomac  Electric  Power  Company  and  The  Capital 
Traction  Company  had  found  produced  resulting  valu¬ 
ations  which  were  totally  inadequate  because  it  failed 
to  reflect  the  increased  costs  of  reproduction  as  of  the 
time  of  the  findings.  Said  record  also  showed  its  then 
revenues,  expenses  and  income  available  for  return 
upon  its  said  minimum  value  and  that  the  rate  of 
return  earned  by  it  upon  such  minimum  value  had 
likewise  been  totally  inadequate  and  that  in  its  case 
also  the  increased  rates  applied  for  would  still  not  af¬ 
ford  a  reasonable  rate  of  return. 

This  proof  as  contained  in  said  record  will  be  here¬ 
inafter  more  specifically  referred  to. 

The  record  also  established  the  necessity,  as  pre¬ 
viously  ruled  by  the  Commission,  of  uniform  fares 
for  the  two  street  railway  systems. 

After  full  consideration  of  said  bills,  answers  and 
proofs  Mr.  Justice  Bailey  entered  the  decree  of  the 
Supreme  Court  of  the  District  of  Columbia  denying 


5 


the  motions  made  by  People’s  Counsel  to  dismiss  the 
bills  and  for  a  revaluation  by  the  Court,  vacating  the 
Order  of  the  Public  Utilities  Commission  denying  the 
said  application  and  in  lieu  thereof  authorizing  the 
said  Companies  to  charge  and  collect  the  increased 
rates  of  fare  applied  for  and  at  present  in  effect. 

If  one  were  to  judge  from  the  “Statement  of  the 
Case”  contained  in  appellants’  brief  it  might  be  ^sup¬ 
posed  that  the  Commission  had  issued  no  orddr  in 
this  case  based  upon  the  merits  of  the  Companies’  ap¬ 
plications  for  increased  fares;  had  not  undertaken 
to  decide  whether  it  would  grant  or  deny  the  Com¬ 
panies’  applications  for  increased  fare,  but  j  had 
merely  issued  an  order  for  an  adjournment  oif  re¬ 
cess  and  that  the  Companies  had  thereupon  and  with¬ 
out  further  right  or  reason  filed  their  Bills  in  Equity 
by  way  of  appeal.  Appellants  say  (Brief,  page  2) : 


“The  hearing  was  recessed  at  this  junction 
and  shortly  thereafter,  the  Commission  islsued 
an  order  (Tr.  pp.  96-103)  in  effect,  stating  that 
sufficient  evidence  had  not  been  presented  b>f  the 
railway  companies  to  enable  the  Commission  to 
properly  determine  the  rate  bases  of  the  j  two 
companies,  hence  it  was  unable  to  deterinine 
whether  or  not  the  said  companies  were  making 
a  fair  rate  of  return  at  that  time,  or  whether 
or  not  the  granting  of  the  fare  requested  by  the 
companies  would  be  reasonable  to  the  public. 
Likewise,  in  this  order  the  Commission  again  re¬ 
cited  that  the  cause  was  ‘left  open  for  the  taking 
of  further  testimony.’  Moreover,  in  this  order, 
there  was  a  recital  to  the  effect  that  the  Com¬ 
mission  deemed  it  unnecessary  at  that  tiude  to 
rule  upon  the  several  motions  then  pending  before 
the  Commission,  which  included  a  motion  for  a 
revaluation  of  the  properties  of  the  two  com- 
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panies,  used  and  useful  for  public  service.  In 
this  order,  the  Commission  intimated  that  the 
present  fair  value  of  the  properties  of  the  two 
companies  could  only  be  ascertained  by  a  new 
valuation  thereof.  No  evidence  was  introduced 
or  offered  by  the  Commission  tending  to  prove 
the  present  fair  value  of  the  properties  of  the 
companies  nor  with  reference  to  the  rate  of  re¬ 
turn  of  the  companies.’ ’ 

And  later  in  the  brief  (page  13)  with  a  further  ap¬ 
parent  attempt  to  intimate  that  the  Commission  had 
no  opportunity  to  offer  or  present  evidence,  counsel 
for  appellants  say: 

“To  hold  that  the  order  entered  was  final 
would  mean  that  the  Commission  would  have  in¬ 
tended  to  permit  the  company  to  present  evidence 
tending  to  prove  its  cause,  and  without  itself 
presenting  any  evidence  tending  to  refute  the 
matters  presented  by  the  companies  or  any  affir¬ 
mative  facts,  merely  enter  an  order  thus  enabling 
the  companies  to  go  up  for  review  on  a  one¬ 
sided  record.  The  Commission  could  not  have 
intended  to  follow  such  an  absurd  course.” 

That  the  Commission  had  every  opportunity  to  pre¬ 
sent  any  evidence  which  it  might  deem  pertinent  to 
the  merits  of  the  applications  of  the  companies  for 
increased  fares  (R.  510) ;  that  the  Commission  availed 
itself  of  the  opportunity  to  fully  cross-examine  the 
witnesses  of  the  companies  (R.  185-303,  356-501) ;  that 
the  Commission  also  permitted  cross-examination  of 
the  witnesses  of  the  Companies  not  only  by  People’s 
Counsel  but  by  others  who  had  no  official  standing 
before  the  Commission  (R.  475-485) ;  that  it  suggested 
to  the  Companies  from  time  to  time  during  the  hear- 
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ing  the  introduction  of  other  and  further  testimony 
and  evidence  desired  by  the  Commission  or  which  the 
Commission  considered  pertinent  or  necessary  (R. 
409,  424,  433,  501) ;  that  the  taking  of  testimony  upon 
the  applications  of  the  Companies  for  increased  fares 
was  closed  by  the  Commission’s  own  order  (R.  5|12); 
that  the  Commission  not  only  availed  itself  of;  the 
opportunity  to  present  evidence  but  insisted,  over  the 
objections  of  the  Companies,  upon  the  introduction 
and  injection  into  the  case  by  the  Commission  of  its 
plan  for  merging  the  two  companies  through  a  form 
of  legislation  proposed  by  the  Commission  (R.  473, 
480) ;  that  the  Commission  insisted  upon  the  consid¬ 
eration  of  such  proposed  merger  as  a  defence  against 
the  applications  of  the  Companies  for  increased  fares 
over  the  objections  and  against  the  protest  of  the 
Companies  as  to  its  relevancy;  that  the  Commission 
permitted  People’s  Counsel  to  examine  nine  witnesses 
in  opposition  to  the  applications  of  the  Companies 
(R.  501) ;  and  that  the  Commission  passed  upon  the 
merits  of  the  applications  of  the  Companies  andj  for¬ 
mally  denied  them,  is  abundantly  and  conclusively 

_  I 

borne  out  by  the  Record. 

The  Record  shows,  pages  185  to  303  and  356  tb  501 
that  Mr.  Ham,  President  of  the  Washington  Railway 
&  Electric  Company  and  Mr.  Hanna,  President  of  The 
Capital  Traction  Company  and  other  witnesses  called 
by  and  on  behalf  of  their  respective  Companies,  iesti- 
tied  fully  and  at  length  with  respect  to  the  values  and 
valuations  of  their  respective  Companies,  with  re¬ 
spect  to  their  revenues,  expenses  and  earnings^  and 
many  other  matters  pertinent  to  the  application  for, 
increased  rates  of  fare  and  that  they  were  cross-ex¬ 
amined  at  length  and  in  detail  by  the  members  bf  the 
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Commission,  People’s  Counsel  and  others  present  at 
the  hearing.  It  will  be  noted  that  of  the  approxi¬ 
mately  263  pages  of  the  printed  record  covered  by 
the  digested  testimony  of  these  witnesses,  about  233 
pages  is  detailed  and  searching  cross-examination, 
principally  by  members  of  the  Commission.  They 
were  also  questioned  by  the  members  of  the  Com¬ 
mission  with  respect  to  the  possible  joint  use  of 
trackage  of  the  two  Companies,  the  abandonment  of 
trackage,  the  rerouting  of  car  lines  and  a  possible 
merger  of  the  various  street  railway  companies  (R. 
473,  514). 

At  the  suggestion  and  request  of  the  Commission 
The  Capital  Traction  Company  furnished  as  an  ex¬ 
hibit  (R.  409,  424)  a  “ breakdown”  or  detailed  state¬ 
ment  of  certain  of  the  Company’s  expenses  for  the 
year  1928  (exhibit  No.  16). 

At  the  suggestion  and  request  of  Peoples’  Counsel 
The  Captial  Traction  Company  prepared  and  fur¬ 
nished  Exhibit; No.  26  (R.  431)  showing  data  with 
respect  to  depreciation  of  street  railway  properties 
in  other  cities. 

At  the  request  of  the  Chairman  of  the  Commission 
the  Company  also  prepared  and  offered  in  evidence 
Exhibit  No.  27  (R.  433)  showing  changes  in  token 
fare  rates  and  revenue  passengers  in  certain  other 
cities. 

Exhibits  Nos.:  7,  8,  and  9,  were  prepared  and  sub¬ 
mitted  in  evidence  by  the  Company  giving  results 
from  operations  for  the  years  1925,  1926,  1927,  1928, 
12  months  ending  April  30,  1929  and  12  months  end¬ 
ing  June  30,  1929,  and  a  separation  of  District  of 
Columbia  operations  from  the  system  as  a  whole  as 
requested  by  the  Commission. 
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At  the  request  of  the  Commission  there  was  also 
prepared  and  introduced  a  statement  of  the  Com¬ 
pany’s  depreciation  accruals,  being  Exhibit  No.  138 
(R.  501).  j 

During  the  progress  of  the  hearing  the  Commission 
in  order  to  show  what  future  economies,  if  any, 
might  be  effected  by  the  joint  use  of  railway  facili¬ 
ties  by  the  two  Companies  placed  in  evidence  a  num¬ 
ber  of  maps  (55)  identified  as  Exhibits  Nos.  40  to  94 
inclusive,  showing  street  railway  lines  in  other  citijes. 
And  Commissioner  Ladue  also  offered  for  the  con¬ 
sideration  of  the  Commission  a  document  purporting 
to  be  a  draft  or  form  of  unification  agreement  pre¬ 
pared  by  the  Commission  and  asked  the  presidehts 
of  the  respective  Companies  whether  their  Companies 

i 

would  be  willing  to  become  parties  thereto  and  many 
other  questions  with  respect  to  said  proposed  merger 
agreement  (Exhibit  No.  98,  Record  473,  480).  j 
At  the  conclusion  of  Mr.  Ham’s  testimony  the 
Chairman  of  the  Commission  announced  that  jthe 
Commission  had  no  further  questions  (R.  303)  and 
at  the  conclusion  of  the  testimony  of  all  of  the  wit¬ 
nesses  and  the  submission  of  certain  testimony  hnd 
evidence  by  People’s  Counsel  the  Chairman  of  the 
Commission  (R.  512)  announced  that 

j 

i 

“  there  being  no  other  witnesses  to  be  heard, 
the  taking  of  testimony  as  to  the  application  of 
the  Capital  Traction  Company  for  an  increased 
fare  is  concluded.”  j 

i 

I 

Whereupon  counsel  for  the  respective  Companies 
announced  that  they  would  stand  upon  the  record  as 
made,  subject  to  their  objections  and  exceptions.  ^And 
then  the  following  occurred  (Record  512-514) : 


i 
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“Commissioner  Hartman:  ‘You  understand, 
gentlemen  that  the  record  is  not  closed  yet  even 
as  to  the  taking  of  evidence/ 

“Mr.  Dunlop:  ‘I  thought  it  was/ 
“Commissioner  Hartman:  ‘Only  as  to  the  one 
phase  of  the  proceeding.  We  are  asking  now  if 
you  have  any  motions  with  respect  to  this  par¬ 
ticular  feature  of  the  case/ 

“Chairman  Patrick:  ‘This  feature  of  the  case, 
that  is  all/ 

“Whereupon  Mr.  Reigel  stated  that  he  had  a 
motion  to  make  but  was  not  prepared  to  offer 
it  at  that  time;  that  it  had  to  do  with  the  merger 
proposal. 

“Whereupon  the  following  oecurred: 
“Chairman  Patrick:  ‘Mr.  Reigel,  if  your  mo¬ 
tion,  as  you  intend  to  offer  it,  does  not  relate 
specifically  to  this  particular  phase  of  the  case , 
that  is,  the  request  of  The  Capital  Traction  Com¬ 
pany  for  an  increased  fare,  but  to  some  other 
phase  of  the  case,  you  will  have  an  opportunity 
to  offer  it  at  a  later  date.  Or  if  it  relates  to 
the  merger,  as  included  in  this  case,  you  will 
have  an  opportunity  to  offer  it  when  that  ques¬ 
tion  is  taken  up. 

“Mr.  Reigel:  ‘  I  see.  That  question  has  been 
touched  upon  at  various  times  throughout  the 
hearing,  and  I  do  not  know  just  when  is  the 
proper  time  to  do  it.  Will  the  Chair  announce 
when  it  will  receive  motions  on  the  merger  ? 

“Chairman  Patrick:  ‘The  Commission  will  set 
a  time  for  such  motions,  Mr.  Reigel/ 
“Whereupon  Mr.  Clayton  moved  that  the  Com¬ 
mission  proceed  to  value  the  property  of  the 
respective  companies,  parties  in  this  "case,  be¬ 
fore  determination  by  the  Commission  on  the 
rates  of  fare  to  be  allowed  the  respective  com¬ 
panies,  to  which  counsel  for  both  The  Capital 
Traction  Company  and  the  Washington  Railway 
&  Electric  Company  objected. 
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‘ ‘Whereupon  the  following  occurred: 

“Chairman  Patrick:  ‘The  Commission,  \  an¬ 
nounces,  if  there  be  no  other  motions  to  he  pre¬ 
sented  at  this  time,  that  all  those  which  have 
been  made  will  be  taken  under  advisement. 

“The  Commission  will  be  glad  to  have  f|rom 
counsel  and  from  those  who  have  entered  an  I  ap¬ 
pearance  briefs  upon  this  particular  phase  of  the 
case ,  the  application  of  The  Capital  Traction 
Compa/ny  for  increased  fare,  such  briefs  t0  be 


submitted  to  the  Commission  on  or  before 
30th  of  September,  1929/ 


* 


* 


* 


* 


i  i 


the 


* 


‘Thereafter,  if  any  party  at  interest  desires 
to  submit  a  reply  brief,  such  reply  brief  or  briefs 
will  be  received  by  the  Commission  on  or  before 
the  15th  day  of  October,  1929.’  j 


* 


* 


* 


“Chairman  Patrick:  ‘The  Commission  jnow 
designates  and  fixes  the  7th  day  of  October,  1929 
for  the  continuance  of  this  hearing  and  for  a\  dis¬ 
cussion  in  connection  with  the  unification  agree¬ 
ment  which  was  submitted  during  the  progress 
of  the  hearing  of  the  two  street  railway  Com¬ 
panies. 

“The  hearing  will  be  adjourned/  September 
10,  1929. 

“Chairman  Patrick  announced  (Tr.  2381): 
‘  There  are  certain  matters  which  the  Commission 
desires  to  take  into  consideration,  and,  therefore, 
the  hearing  will  be  suspended  to  a  date  to  be 
later  set’,  and  on  page  2382  ‘The  hearing,  as 
previously  announced,  will  now  be  suspended/ 

“Thereafter  on  October  7,  1929  over  the  objec¬ 
tions  and  exceptions  of  The  Capital  Traction 
Company  and  Washington  Railway  &  Electric 
Company  a  discussion  took  place  between1  the 
Public  Utilities  Commission  on  the  one  hand^  and 
Mr.  Hanna,  President  of  The  Capital  Traction 


i 

i 

i 
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Company  and  Mr.  Ham,  President  of  the  Wash¬ 
ington  Railway  &  Electric  Company  on  the  other 
hand  ivith  respect  to  the  form  of  merger  agree- 
ment  previously  drafted  by  the  Commission  and 
submitted  to  Mr.  Ham  and  Mr.  Hanna  for  con¬ 
sideration,  Mr.  Hanna  and  Mr.  Ham  being  called 
by  the  Commission  as  witnesses  for  that  pur¬ 
pose.” 

And  the  Record  also  at  page  303  shows  that 

“The  hearing  came  to  a  conclusion  on  October 
7,  1929  and  the  parties  were  given  an  opportunity 
to  file  briefs.” 

It  is  therefore  perfectly  clear  that  insofar  as  that 
“particular  phase  of  the  case”  described  by  the 
Chairman  of  the  Commission  as  “the  request  of  The 
Capital  Traction  Company  for  an  increased  fare”, 
was  concerned  the  taking  of  testimony  was  “con¬ 
cluded  ’  \ 

Briefs  were  filed  by  the  respective  parties  in  inter¬ 
est  fully  summing  up  the  evidence  and  the  law  appli¬ 
cable  (printed  brief  of  The  Capital  Traction  Com¬ 
pany  comprising  56  pages  being  subsequently  used 
and  filed  in  the  Court  below)  and  the  Commission  took 
the  whole  matter  under  advisement,  handing  down  its 
decision  and  formal  order  No.  807  on  November  13, 
1929. 

In  this  order  the  Commission  says  (R.  96) : 

“The  case  was  set  for  hearing  before  the  Com¬ 
mission  on  July  29,  1929  and  hearing  continued 
with  few  interruptions  until  October  7,  1929.  2,382 
pages  of  evidence  and  140  exhibits  have  been  re¬ 
ceived.  ’ 1 
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After  discussing  at  length  the  reasons  for  their  re¬ 
fusal  to  grant  the  application,  among  which  Wjere 
that  the  Commission  has 

j 

“attempted  to  develop  the  savings  in  operat¬ 
ing  expenses  which  might  be  expected  in  |the 
event  that  such  corporate  merger,  as  now  author¬ 
ized  by  law  became  a  fact.”  (R.  98) 

*  *  #  #  *  *  #  # 

“that  the  two  companies  have  in  their  qwn 
hands  the  remedy  for  the  conditions  of  wliich 
they  complain  *  *  *  (R.  101)  j 

i 

that 

j 

“A  corporate  merger,  now  authorized  by  laic, 
would  substitute  unified  for  dual  control  of  street 
railway  operations  in  this  city,  *  *  *  and  would 
undoubtedly  bring  about  economies,  which  with 
the  present  rate  of  fare,  would  probably  put  jthe 
new  merged  company  in  a  better  condition  fihan- 
cially,  than  that  of  the  two  separate  compaiiies 
if  they  are  granted  the  increased  fare,”  (R.  102) 

that  | 

“they  (the  companies)  are  efficiently  managed 
and  operated,  *  *  *  (R.  99)  \ 

that 

“the  aggregate  cost  of  maintaining  the  sendee 
as  at  present  cannot  be  materially  reduced”; 
(R.  100)  j 

i 

that  I 

j 

“The  street  railway  service  rendered  in  Wash¬ 
ington  compares  favorably  with  that  rendered!  by 
like  agencies  in  other  cities.”  (R.  100) 
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They  say: 

“The  proceeding*  has  been  left  open  for  the 
taking  of  further  testimony  with  respect  to  cer¬ 
tain  features  of  the  case.”  (R.  103) 

It  is  respectfully  submitted  that  this  latter  statement 
could  have  been  intended  to  refer  only  to  the  state¬ 
ments  of  the  Chairman  of  the  Commission  hereinbe¬ 
fore  referred  to  (R.  512-514)  to  the  effect  that  the 
hearing  was  left  open  “for  a  discussion  in  connection 
with  the  unification  agreement  which  was  submitted, 
during  the  progress  of  the  hearing”. 

THE  ORDER  WAS  FINAL  IN  EFFECT  IN  SPITE 
OF  ITS  EQUIVOCAL  FORM. 

By  Order  No.  807  the  application  of  the  Companies 
is  “denied”.  The  legal  effect  of  this  order  is  final 
in  spite  of  the  fact  that  the  Commission  has  at¬ 
tempted  to  qualify  its  character  as  a  final  order  by 
leaving  with  the  Companies  the  option  to  submit 
further  evidence  as  to  the  present  value  of  their 
properties  or  to  suggest  other  ways  than  an  increase 
in  fare,  in  which  the  relief  sought  might  be  obtained. 
The  Order  does  not  require,  or  purport  to  require 
the  submission  of  any  further  evidence  or  sugges¬ 
tions,  and  the  Companies  having  notified  the  Com¬ 
mission  that  they  had  no  further  evidence  or  sug¬ 
gestions  to  submit,  there  is  nothing  left  in  the  Order 
but  a  denial  of  the  application.  Were  this  not  the 
case  the  Commission  could  always  and  indefinitely 
deprive  the  Companies  of  their  right  of  appeal  from 
“any  order  or  decision  of  the  Commission”  (Stat. 
ft  64),  by  framing  such  order  or  orders,  no  matter 
how  final  in  their  effect,  in  equivocal  language. 
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In  Chicago  Ry.  Co.  v.  111.  Commerce  Com.,  P.  U. 

R.  1922C,  288,  277  Fed.  970  the  Court  said: 

j 

4  4  The  defendants  urge  Prentis  v.  Atlantic 
Coast  Line,  211,  U.  'S.  210,  29  Sup.  Ct.  Rep.  67, 
53  L  ed.  150,  as  defeating  the  jurisdiction  of 
this  court,  because  the  record  does  not  disclose 
that  the  plaintiffs  have  applied  for  the  rehear¬ 
ing  provided  for  in  section  67  of  the  Pujblic 
Utilities  Act.  | 

“The  order  of  the  Illinois  Commerce  Com¬ 
mission  was  a  complete  exercise  of  the  legis¬ 
lative  power  of  the  state,  and  was  in  force  im¬ 
mediately  after  its  passage,  notwithstanding  a 
motion  to  reconsider  might  have  been  urged  and 
entertained.  If  the  state  of  Illinois,  vesting  I  the 
power  to  regulate  rates  in  the  Commerce  Com¬ 
mission,  had  provided  that  the  orders  of  !  the 
commission  should  not  be  put  into  effect  until 
after  a  certain  time,  within  which  an  application 
for  a  rehearing  could  be  made,  another  question 
would  be  involved;  but  the  statutes  of  Illinois 
did  not  so  provide,  and,  the  granting  or  deny¬ 
ing  of  a  petition  for  rehearing  being  wholly 
within  the  discretion  of  the  commission,  the  leg¬ 


islative  act  was  complete  upon  the  entry  of 
order.  ’  ’ 


In  Moore  Printing  etc.  Co.  v .  National  Sav\  & 
Trust  Co.,  31  App.  D.  C.  452,  457,  the  decree  in  ;the 
court  below  recited  that  it  should  be  void  if  ithe 
defendants,  within  ten  days  from  its  date,  should 
apply  for  and  obtain  an  injunction  against  the  com¬ 
plainants,  and  the  defendants  entered  an  appeal 
from  the  decree  on  the  same  day  it  was  passed.  The 
motion  was  made  by  the  appellee  to  dismiss  !the 
appeal  on  the  ground  that  the  decree  did  not  j  be¬ 
come  final  until  the  expiration  of  the  ten  days. 


the 


i 


I 
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This  motion  was  denied.  This  Court  in  that  case 
said: 


4 ‘It  is  urged  that,  on  the  date  the  appeal  was 
taken,  the  purpose  of  the  decree  was  subject 
to  be  defeated  by  the  action  of  the  defendants, 
and  that  the  decree  was  of  no  effect  whatever 
until  the  expiration  of  the  ten  days,  when  it 
would,  by  its  terms,  become  absolute.  It  is 
well  settled  that  an  appeal  will  not  lie  from 
an  interlocutory  order,  but  we  do  not  regard 
the  decree  before  us  as  such  an  order.  Here, 
the  conditon  was  one  which  was  available  onlv 

V 

to  the  defendants,  and,  we  think,  it  was  within 
their  power  to  either  accept  the  condition 
which  would  have  involved  further  proceedings 
in  the  trial  court,  or  prosecute  their  appeal. 
Having  adopted  the  latter  course,  it  was  equiv¬ 
alent  to  a  waiver  of  any  further  right  to  avail 
themselves  of  the  condition  contained  in  the 
decree,  and  had  the  effect  of  making  the  de¬ 
cree  at  once  final  and  absolute.” 

See  also  Los  Angeles  Railway  Corporation  v. 
Railroad  Commissiovi  of  California,  29  Fed.  (2)  140. 

The  right  of  appeal  provided  by  the  Statute  (para¬ 
graph  64  of  the  Public  Utilities  Law,  approved  March 
4,  1913,  37  U.  S.  Statutes,  page  974)  is  not  limited 
to  “final”  orders  of  the  Commission  but  applies  to 
“any  order  or  decision  of  the  Commission  fixing  any 
*  *  *  rate  or  rates  *  *  *  regulation,  requirement  *  *  * 
or  other  thing  complained  of  ( Public  Utilities  Com¬ 
mission  of  the  District  of  Columbia  v.  Potomac  Elec¬ 
tric  Power  Co.,  261  U.  S.  428,  67  L  ed.  731). 

The  jurisdiction  of  the  Supreme  Court  of  the  Dis¬ 
trict  of  Columbia  is  not  solely  of  a  judicial  character 
or  limited  to  a  judicial  review  of  orders  of  the  Com- 
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mission  to  affirm  or  reverse  such  orders,  but  the 
Court  has  jurisdiction  to  “revise  the  legislative  dis¬ 
cretion  of  the  Commission  by  considering  the  evidence 
and  full  record  of  the  case  and  entering  the  order  it 
deems  the  Commission  ought  to  have  made.  (Public 
Utilities  Commission  v.  Potomac  Electric  Power  Qo., 
supra).  Why,  therefore,  the  citation  in  appellants ’ 
brief,  page  19  of  the  quotation  from  the  Minnesota 
Rate  Cases,  to  the  effect  that  the  United  States  Su¬ 
preme  Court  will  not  substitute  its  judgment  for  that 
of  the  Commission  as  to  matters  within  its  province 
when  appellants  have  several  times  conceded  that  the 
Supreme  Court  and  the  Court  of  Appeals  of  the  Dis¬ 
trict  of  Columbia  each  have  legislative  authority  to 
substitute  their  judgment  for  that  of  the  Commission 
and  to  enter  the  order  which  the  Commission  should 
have  made. 

i 

Where  the  “owner  claims  confiscation  of  his  prop¬ 
erty  will  result”  he  is  entitled  to  “a  fair  opportunity 
for  submitting  that  issue  to  a  judicial  tribunal  for  de¬ 
termination  upon  its  own  independent  judgment  as  to 
both  law  and  facts,  otherwise  the  order  is  void  because 
in  conflict  with  the  due  process  clause”  of  the  Consti¬ 
tution  of  the  United  States.  Potomac  Electric  Power 
Co.  v.  Public  Utilities  Commission ,  51  App.  D.  0.  77, 
276  Fed.  327,  P.  U.  R,  1922B,  680,  Ohio  Valley  Water 
Co.  v.  Ben  Avon  Borough ,  252  U.  S.  287,  64  L.  ed.  908. 
See  also  State  v.  Public  Service  Co.,  P.  U.  R.  1927C, 

i 

473.  j 

“When  they  stand  upon  constitutional  rights  there 
seems  to  be  no  necessity  for  raising  the  point  hntil 
they  get  into  Court.”  Hollis  v.  Kutz,  255  U.  S.  452, 
65  L  ed.  727,  P.  U.  R.  1921 C,  637.  In  the  latter  case 
the  Supreme  Court  of  the  United  States  also  further 
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said  “This  suit  is  not  for  a  revision  of  details  but  for 
a  decree  that  the  orders  are  void  as  matters  of  law.” 

As  to  the  point  made  by  appellants  namely,  that 
appellees  have  not  exhausted  their  remedies  before 
the  Commission  for  the  reason  that  by  said  Order 
No.  807  they  were  granted  leave  to  present  further 
evidence  of  value  and  it  does  not  appear  from  the  Bill 
that  appellees  have  availed  themselves  of  such  per¬ 
mission,  it  is  perhaps  sufficient  to  refer  again  to  the 
opinion  of  the  Supreme  Court  of  the  United  States 
in  Hollis  v.  Kutz ,  supra,  in  which  that  Court  said 
“Assuming  that  the  bill  is  based  upon  the  statute 
the  language  of  paragraph  64  is  that  any  person  in¬ 
terested  and  dissatisfied  with  any  order  fixing  any 
rate  may  commence  a  proceeding  in  equity.  We  do 
not  perceive  any  advantage  in  requiring  a  party  to 
file  a  complaint  asking  the  commission  to  review  a 
decision  just  reached  by  it  after  a  public  hearing,  nor 
do  we  see  such  a  requirement  in  the  statute”. 

Counsel  fail  to  see  why  the  case  of  Kingman  &  Co. 
v .  Western  Mfg .  Co.,  170  U.  S.  675,  42  L  ed.  1192  is 
cited  by  appellants  (page  17)  inasmuch  as  in  the  case 
at  bar  no  motion  for  a  new  trial  was  pending  or  had 
been  made. 

Prendergast  v .  N.  Y.  Telephone  Co.,  262  U.  S. 

43,  67  L  ed.  853. 

The  contention  of  appellants  that  (brief  p.  5)  “the 
one  exception  (to  the  rule  that  no  appeal  will  lie 
except  from  a  final  order)  is  where  a  statute  specifi¬ 
cally  provides  for  a  special  appeal”  is  not  sound  in 
view  of  the  fact  that  the  statute  under  which  this 
special  form  of  appeal  is  provided  for  and  taken  pro¬ 
vides  that  (If  64  P.  U.  Act) : 
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“any  public  utility  *  *  *  being  dissatisfied  ^7ith 
any  order  or  decision  of  the  Commission  *  j*  * 
may  commence  a  proceeding  in  equity  in  the  [Su¬ 
preme  Court  of  the  District  of  Columbia  against 
the  Commission,  as  defendants,  to  vacate,  i  set 
aside  or  modify  any  such  decision  or  order.’? 

I 

I 

There  could  scarcely  be  a  clearer  case  of  a  special 
appeal  provided  by  the  statute  and  the  reason  j  for 
such  special  appeal  from  any  order  of  the  Commis¬ 
sion  is  clear  when  it  is  recalled  that  Congressj  by 
this  Act  which  established  the  Public  Utilities  Com¬ 
mission  conferred  upon  the  Supreme  Court  and!  the 
Court  of  Appeals  of  the  District  of  Columbia  legis¬ 
lative  powers  to  review  and  modify  any  order  of  the 
Commission  and  to  make  such  order  as  the  Commis¬ 
sion  should  have  made. 

j 

Public  Utilities  Commission  v.  Potomac  Elec¬ 
tric  Power  Co.,  supra . 

Nor  is  the  quotation  from  U .  8.  v.  Ellicott,\  223 
U.  S.  524,  found  on  page  5  of  appellants’  brief  per¬ 
tinent  to  the  case  at  bar.  No  “motion  for  a! new 
trial  or  petition  for  rehearing”  was  made  in  j  this 
case. 

Neither  is  the  quotation  on  page  6  of  appellants’ 
brief  from  Georgia  Ry.  Co.  v.  Decatur ,  262  U.  S.j  432, 
helpful  to  their  contention.  In  the  present  case  if  the 
Court  below  had  affirmed  the  order  of  the  Commis¬ 
sion  the  Commission  would  have  had  nothing  to  do 
but  to  have  executed  it,  i.  e.  the  Companies  would 
have  been  denied  the  increased  rates  of  fare  for 
which  they  had  applied. 

In  denying  the  appellants’  motion  to  dismisb  the 
bills  in  this  case  Mr.  Chief  Justice  Wheat  said:: 


! 

i 

I 

I 
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4  4  The  defendants  move  to  dismiss  these  bills 
which  seek  to  review  an  order  of  the  Public  Utili¬ 
ties  Commission  upon  the  ground  that  the  order 
is  not  final.  The  statute,  however,  does  not  by 
its  terms  limit  the  right  of  review  to  final  orders 
and  such  apparently  was  not  its  purpose  (see 
Public  Utilities  Commission  v.  Potomac  Electric 
Power  Company,  261  U.  S.  426).  The  motions  to 
dismiss  will,  therefore,  be  denied.” 

Appellants  ’  reference  on  page  9  of  their  brief  to 
paragraph  67  of  the  Act,  which  deals  with  the  intro¬ 
duction  of  new  evidence  in  cases  appealed  from  rul¬ 
ings  of  the  Public  Utilities  Commission,  are  not  en- 
tirelv  frank  in  that  thev  fail  to  make  anv  reference 

V  w 

to  the  fact  that  the  provisions  of  said  paragraph  are 
expressly  limited  to  ‘ 4 evidence  (which)  shall  be  intro¬ 
duced  by  the  plaintiff”.  In  the  light  of  this  obviously 
proper  and  logical  limitation  an  argument  based  upon 
this  statute  is  without  point. 

In  spite  of  the  avowal  (brief  page  10)  that  there 
is  no  intention  to  imply  that  the  Commission  could 
through  caprice,  fraud  or  neglect  delay  unduly  a  de¬ 
termination  of  a  cause  for  the  purpose  of  defeating 
the  rights  of  any  person  or  corporation,  such  an  in¬ 
terpretation  of  the  provisions  of  this  Statute  as  is 
urged  in  the  brief  would  make  it  possible  to  bring 
about  precisely  this  result.  For  if  the  cause  must  be 
sent  back  to  the  Commission  upon  the  introduction 
of  any  new  evidence  either  by  the  appellees  or  the 
appellants,  the  appellants  could  always  defeat  indefi¬ 
nitely  the  jurisdiction  of  the  court  by  introducing 
evidence  and  having  the  case  remanded  as  often  as 
they  might  see  fit.  And  it  is  further  submitted  that 
a  consideration  of  the  tactics  employed  by  the  Com- 
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mission  in  this  case,  as  evidenced  bv  the  Order  itself 
(No.  807),  indicate  clearly  a  purpose  on  the  part  of 
the  Commission  to  delay  as  long  as  possible  'the 
granting  of  relief  which  the  Companies  were  seeking.. 

The  case  of  Henderson  Water  Co.  v.  Corporation 
Commission ,  269  U.  S.  278  cited  in  appellants’  brief 
at  page  11  is  so  obviously  not  in  point  that  no  |dis- 
cussion  is  necessary. 

As  pointed  out  by  appellants  at  page  11  of  their 
brief  the  courts  of  the  District  of  Columbia  !  are 

i 

authorized  to  “  revise  the  legislative  discretion  of.  the 
Commission  by  considering  the  evidence  and  full  rec¬ 
ord  of  the  case  and  entering  the  order  it  deems'  the 
Commission  ought  to  have  made”,  and  the  fact  is 
that  the  Court  below  after  reviewing  fully  the  testi¬ 
mony  taken  before  the  Commission  and  exercising, 
not  only  its  judicial  function  but  its  “ legislative!  dis¬ 
cretion”  as  well,  found  that  the  Companies  had  sus¬ 
tained  the  burden  of  proof  as  to  values,  income;  and 
expenses  and  that  such  proof  was  entirely  sufficient 
to  show  that  the  then  rate  of  fare  furnished  a  rdturn 
upon  the  minimum  values  of  the  Companies’  prop¬ 
erties  which  was  clearly  inadequate  (Record  170-171). 

The  statement  in  appellant’s  brief,  page  13, 1  that 
failure  on  the  part  of  the  Commission  to  present  any 
evidence  with  reference  to  the  matter  of  rates  or  the 
rate  bases  of  the  two  Companies  shows  a  lack  of  in- 
tention  on  the  part  of  the  Commission  to  mak0  the 
Order  final  is  a  curious  deduction.  It  is  submitted 
that  it  is  decidedly  more  logical  to  suppose  that;  such 
failure  to  submit  evidence  on  the  part  of  the  Commis¬ 
sion  was  due  either  to  the  fact  that  they  had  no  con¬ 
tradictory  evidence  to  offer  or  to  the  fact  that  they 
considered  (although  erroneously  as  found  bjr  the 
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Court)  that  the  evidence  submitted  by  the  Companies 
was  not  sufficient  to  make  out  their  case.  Since  it 
clearly  appears  from  their  own  records  and  the  tes¬ 
timony  of  their  Chief  Accountant  that  they  could 
have  produced  no  contradictory  evidence  they  were 
driven  to  the  forlorn  hope  that  the  Court  would  agree 
with  them  that  the  evidence  submitted  was  not  suf¬ 
ficient. 

But  the  Commission  had  finally  decided  to  refuse 
the  application  of  the  Companies  for  increased  rates 
of  fare,  as  is  apparent  from  the  language  of  the  con¬ 
cluding  paragraph  of  said  Order  No.  807  constituting 
the  final  and  formal  action  of  the  Commission  upon 
said  application,  namely  (R.  103): 

“It  is  therefore, 

Ordered : 

That  upon  the  showing  made  in  the  record,  the 
requests  of  the  Capital  Traction  Company  and 
the  Washington  Railway  &  Electric  Company  to 
be  allowed  to  charge  street  car  riders  ten  cents 
(10c)  cash,  or  four  (4)  tokens  for  thirty  cents 
(30c)  are  denied .  The  case  is,  however,  held 
open,  and  the  parties  thereto  are  hereby  author¬ 
ized  arid  permitted  to  submit  further  evidence  as 
to  the  present  value  of  their  properties,  or  to 
suggest,  for  the  action  of  the  Commission,  other 
ways  in  which  the  relief  sought  may  be  ob¬ 
tained.” 

That  the  Order  was  final  unless  the  Companies 
should  avail  themselves  of  the  opportunity  afforded 
to  them  to  voluntarily  submit  further  evidence  is  per¬ 
fectly  clear.  The  Companies  did  not  choose  to  avail 
themselves  of  such  permission  but  elected  to  s<tand 
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upon  the  denial  of  their  applications,  The  Capital 
Traction  Company  notifying  the  Commission  (R.  1Q3) 
that  it  so  elected  to  rest  “  without  further  testimony 
or  suggestion,  its  legal  rights  in  the  premises”,  $nd 
the  Washington  Railway  &  Electric  Company  also 
notifying  the  Commission  of  its  dissatisfaction  with 
said  Order  and  of  its  intention  to  appeal  “upon  the 
same  record  as  it  now  stands”  (R.  151). 

Appellants  at  page  14  of  their  brief  say: 

i 

j 

“The  order  from  which  the  appeal  was  taken 
shows  on  its  face  that  it  was  not  final.  It  states, 
among  other  things :  ‘  The  evidence  presented 
does  not  afford  a  basis  for  final  determination  of 
all  of  the  issues  involved,  the  proceeding  jhas 
been  left  open  for  the  taking  of  further  testimony 
with  respect  to  certain  features  of  the  case,  I  It, 
therefore,  is  unnecessary  at  this  time  to  rule 
upon  the  several  motions  made  at  the  hearing’  ”. 


Passing  over  the  fact  hereinbefore  pointed  out  that 
the  formal,  decisive,  and  directory  portion  of  i  the 
Commission’s  Order  which  is  contained  in  the  Con¬ 
cluding  paragraph  unequivocally  denies  the  applica¬ 
tion  of  the  Companies,  let  us  see  wdiat  this  latter  lan¬ 
guage  meant  in  the  light  of  all  the  circumstances. 
The  Commission  had  injected  into  the  hearing,  bver 
the  objections  of  the  Companies,  the  consideration  of 
a  form  of  merger  agreement  (Record  473,  479)  pro¬ 
posed  by  the  Commission  for  legislation  by  Congress. 
They  had  attempted  to  determine  the  amount  of  the 
supposed  economies  which  would  result  from  [such 
a  merger  if,  as,  and  when  it  should  be  authorized  by 
Congress  and  become  effective  through  agreement  of 
the  parties.  The  Commission  had  closed  the  hearing 
upon  “that  particular  phase  of  the  case”  having  to 
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do  with  “the  request  of  The  Capital  Traction  Com¬ 
pany  for  an  increased  fare”  (Record  513),  but  had 
left  the  hearing  open  for  the  consideration  of  motions 
and  the  taking  of  testimony  with  relation  “to  the 
merger  as  included  in  this  case”  (Record  513,  514), 
had  permitted  briefs  to  be  filed  “upon  this  particular 
phase  of  the  case”  (the  application  for  increased 
fares)  on  or  before  the  30th  of  September,  1929 
(Record  513,  514)  and  subsequently  on  the  7th  of 
October,  1929,  over  the  objections  of  the  Companies, 
the  Commission  called  Mr.  Ham  and  Mr.  Hanna, 
Presidents  of  the  respective  Companies  as  witnesses 
and  questioned  them  “with  respect  to  the  form 
of  merger  agreement  previously  drafted  by  the  Com¬ 
mission”. 

With  the  record  in  this  state  and  with  these  facts 
recently  and  clearly  in  mind  the  Commission  under 
date  of  November  13,  1929,  made  the  following  state¬ 
ment  in  their  Order  No.  807  which  includes  that  por¬ 
tion  of  said  Order  quoted  in  appellants’  brief  as 
above  referred  to: 

“Sixth.  A  corporate  merger,  now  authorized 
by  law,  would  substitute  unified  for  dual  control 
of  street  railway  operations  in  this  city,  would 
better  the  street  car  service,  and  would  un¬ 
doubtedly  bring  about  economies,  which  with  the 
present  rate  of  fare  would  probably  put  the 
new  merged  company  in  a  better  condition  finan¬ 
cially  than  that  of  the  two  separate  companies  if 
they  are  granted  the  increased  fare  and  if  their 
expectations  of  its  monetary  results  are  fully 
realized. 

Seventh.  Under  such  circumstances  this  Com¬ 
mission  is  not  justified  in  compelling  the  street 
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car  riders  of  this  city  to  pay  nearly  a  million 
dollars  more  per  year  for  the  benefit  of  the! two 
competing  street  railway  companies. 

The  companies  requesting  the  increase  in  ffrres 
were  faced  with  the  burden  of  proof.  The  Com¬ 
mission,  after  carefully  reviewing  all  of  the! evi¬ 
dence  presented,  finds  that  the  companies  have 
not  met  this  burden.  The  evidence  presented 
does  not  afford  a  basis  for  final  determination  of 
all  of  the  issues  involved.  The  proceeding!  has 
been  left  open  for  the  taking  of  further  testi¬ 
mony  with  respect  to  certain  features  of  the  case. 
It,  therefore,  is  unnecessary  at  this  time  to  rule 
upon  the  several  motions  made  at  the  hearing”. 

It  is  therefore  clearly  apparent  that  when  the  Com¬ 
mission  said  the  proceeding  has  been  left  open  for 
the  taking  of  further  testimony  with  respect  to;  cer¬ 
tain  features  of  the  case  they  had  in  mind  and  jvvere 
referring  to  the  proposed  merger  of  the  two  com¬ 
panies  and  the  suggestion  of  a  revaluation  which  had 
been  made  by  Mr.  Clayton.  In  view  of  the  fact! that 
the  Commission  in  its  Order  No.  807  definitely;  and 
finally  ruled  upon  the  one  important  issue,  nainely, 
the  application  for  increased  fares,  and  denied  it,!  that 
portion  of  the  Order  quoted  to  the  effect  that  “the 
evidence  presented  does  not  afford  a  basis  for  final 
determination  of  all  of  the  issues  involved”  is  of  ex¬ 
treme  significance. 

Taken  together  this  language  of  the  Order!  can 
mean  but  one  thing,  namely,  that  the  evidence  j  pre¬ 
sented  afforded  a  basis  for  final  determination  of:  that 
one  of  the  issues  which  involves  the  application  of  the 
Companies  for  increased  fares  and  the  application  was 
therefore  denied,  but  that  as  to  the  other  issues, 
namely:  the  merger  question  and  the  desirability  of 
a  revaluation,  the  matter  was  left  open. 


; 

i 
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The  Commission  stated  in  the  Order  appealed  from 
(R.  98,  99)  that: 

4 4  the  determination  of  whether  or  not  specific 
fares  are  confiscatory  must  be  made  upon  the 
basis  of  the  fair  value  of  the  properties  at  the 
time  of  the  inquiry  *  *  *.  The  fair  present  value 
of  the  properties  can  be  determined  in  no  other 
way  except  by  a  new  valuation  which  would  take 
into  consideration  all  of  the  elements  of  value 
in  accordance  with  the  decisions  of  the  courts.7 ’ 

We  are  therefore  justified  in  assuming  that  the 
Commission  denied  the  application  for  increased 
fares  because  there  had  been  no  revaluation  of  the 
properties.  The  Commission  ordered  no  revaluation 
and  now  in  their  brief,  page  17,  they  say : 

4  4  The  effect  of  the  order  of  the  Commission 
if  taken  as  a  whole,  was  merely  to  state  to  the 
companies  that  while  it  deemed  a  revaluation  of 
their  properties  necessary,  and  that  insufficient 
evidence  had  been  presented  by  them,  the  Com-, 
mission  through  an  apparent  desire  to  afford  the 
companies  every  opportunity  to  avoid  the  ex¬ 
pense  of  a  revaluation  held  the  cause  open  to 
permit  such  presentation 

What  presentation  other  than  a  revaluation  would 
have  satisfied  the  Commission!  If  they  desired 
merely  to  learn  whether  the  Companies  under  the 
then  existing  rates  of  fare  were  earning  a  reasonable 
return  they  had  all  the  information  which  they  could 
reasonably  ask  or  expect  for  that  purpose.  They 
were  advised  by  undisputed  testimony,  from  the  rec¬ 
ords  in  their  own  keeping  and  knew  that  the  Com¬ 
panies  were  each  earning  less  than  4  per  cent  upon 
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the  values  of  their  properties,  which  values  the  Com¬ 
mission  itself  and  the  Courts  had  previously  fixed, 
and  they  also  were  advised  by  undisputed  tes¬ 
timony  and  they  knew  that  price  levels  of  the 
physical  properties  entering  into  those  values  had  not 
materially  changed  since  the  previous  valuations. 
They  knew  from  the  records  in  their  own  keeping 
and  from  the  undisputed  testimony  that  the  proper¬ 
ties  themselves  had  not  materially  changed  and  they 
further  knew  that  the  Companies  were  each  earning 
iy2  per  cent  on  only  ten  or  eleven  million  dollars, 
whereas  all  of  the  evidence  and  their  own  records 
showed  these  properties  to  be  worth  from  one  and  a 
half  to  two  or  three  times  such  amounts.  "What  ifeal 
reason  has  been  advanced  for  requiring  the  exact 
value  of  these  properties  in  view  of  the  record  afore¬ 
said?  What  purpose  would  have  been  served  or  cduld 
have  been  served  by  a  revaluation  of  these  properties 
when  uncontradicted  figures  were  introduced  into,! the 
record  or  were  at  their  command  with  the  knowledge 
of  which  and  with  the  duty  to  recognize  and  give 
effect  to  which  they  were  charged  by  law?  In  sjpite 
of  the  Commission’s  disavowal  the  only  apparent 
purpose  of  the  suggestion  of  a  revaluation  and!  the 
only  purpose  which  is  consistent  with  the  attitude  of 
the  Commission  in  this  entire  matter  was  one  of  de¬ 
lay — a  purpose  to  postpone  as  long  as  possible!  the 
relief  which  the  Companies  were  seeking. 

The  Companies  realizing  the  futility  of  presenting 
any  further  evidence,  if  any  there  could  be,  in  an 
effort  to  convince  the  Commission  of  the  justice  of 
their  claim,  elected  to  stand  upon  the  denial  of  their 
application  and  avail  themselves  of  the  right  w^hich 
the  law  gave  them  to  appeal  to  the  courts  where  they 
could  secure  a  judicial  hearing. 

i 

i 

j 

i 

i 

i 

j 

i 

i 

i 


28 


The  Companies  notified  the  Commission  of  their 
dissatisfaction  with  the  Commission’s  Order  appealed 
from  (R.  102,  150)  before  they  filed  their  respective 
bills  in  the  Supreme  Court  of  the  District  of  Colum¬ 
bia  and  there  is  absolutely  no  basis  for  the  appel¬ 
lants’  remarks  on  page  17  of  their  brief  where  they 
say: 

“The  companies  being  unwilling,  or  unable,  to 
present  proper  and  sufficient  evidence  on  which 
the  Commission  could  intelligently  act,  and  an¬ 
ticipating  that  a  failure  to  do  so  would  result  in 
a  revaluation,  deliberately  entered  their  appeal 
to  the  Supreme  Court  of  the  District  of  Colum¬ 
bia  before  giving  notice  to  the  Commission  that 
they  elected  to  stand  upon  the  record  as  made. 
This  procedure  was  adopted  for  but  one  reason 
— to  divest  the  Commission  of  jurisdiction  and 
thus  prevent  the  granting  of  the  pending  motion 
for  a  revaluation  which  was  the  only  course  left 
to  the  Commission,  and  which  it  intimated  by  the 
last  mentioned  quotation,  it  would  follow  if  the 
companies  failed  to  avail  themselves  of  the  op¬ 
portunity  to  furnish  satisfactory  proof.” 

The  record  in  this  case  will  show  that  the  forego¬ 
ing  statement  is  wholly  unfair,  unreasonable  and  un¬ 
true,  and  the  appellees  are  at  a  loss  to  know  the  rea¬ 
son  or  motive  for  the  same. 

If,  as  the  Commission  contended,  the  Companies 
should  not  be  granted  relief  from  confiscation  by  in¬ 
adequate  rates,  until  their  properties  could  be  re¬ 
valued  their  plight  would  surely  be  a  desperate  one. 
For  appellants  in  their  brief  (page  18)  recognize 
that  “most  of  the  hearings  involving  the  matter  of 
valuation,  rates  or  the  like,  cover  of  necessity  a  pro- 
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longed  period”.  No  more  pertinent  observation  could 
be  made  than  that  also  in  the  brief  of  appellants 
(page  19)  that: 

“The  effect  of  the  determination  by  the  Com¬ 
mission  before  the  court  is  justified  in  interven¬ 
ing,  must  be  to  deny  just  compensation  for  pri¬ 
vate  property  taken  for  public  use.  (San  Diego 
L.  &  T .  Co.  vs.  National  City ,  174  U.  S.  739,  and 
many  other  cases  by  that  tribunal  to  the  safne 
effect.)”  j 

THE  CAUSE  SHOULD  NOT  HAVE  BEEN  RE¬ 
MANDED  AFTER  THE  TRIAL  COURT  HAD 
FOUND  THE  ORDER  TO  HAVE  BEEN  FINAL. 

The  argument  of  appellants  that  the  cause  should 
have  been  remanded  by  the  Trial  Court  for  the  rea¬ 
son  that  the  situation  was  analogous  to  an  appeal:  to 
an  appellate  tribunal  from  the  dismissal  of  a  bill  in 
equity  on  the  ground  that  the  evidence  failed  to  sus¬ 
tain  the  allegations  of  the  bill,  is  not  in  point.  This 
is  not  such  an  appeal.  It  is  admitted  by  the  appel¬ 
lants  that  the  Trial  Court  in  this  instance  could  find 
did  exercise  a  complete  legislative  review  of  |the 
action  of  the  Commission  and  could  pass  the  order 
which  the  Commission  should  have  passed.  And  their 
argument  to  the  effect  that  if  the  cause  had  been  re¬ 
manded  the  Commission  might  have  employed  experts 
and  testimony  on  behalf  of  the  public,  whereas  it  had 
no  funds  to  do  so  in  the  court  proceeding,  is  obvi¬ 
ously  without  merit.  If  the  Commission  could  have 
secured  funds  with  which  to  employ  experts  upon 
the  remanding  of  the  cause  to  them  they  could  obvi¬ 
ously  have  done  the  same  thing  in  the  first  instance, 
and  their  failure  to  introduce  such  evidence  when 
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they  had  every  opportunity  to  do  so  and  deliberately 
chose  not  to  avail  themselves  of  it,  raises  the  pre¬ 
sumption,  upon  well  established  principles  of  practice 
and  procedure,  that  any  such  evidenec  if  it  had  been 
produced  would  not  have  been  helpful  to  the  Com¬ 
mission  or  in  conflict  with  the  evidence  of  appellees. 

Jones  Commentaries  on  Evidence,  2nd  Ed.  Vol. 

1  p  • 

The  New  York,  175  U.  S.,  187,  204,  44  L  ed. 

134; 

Smnglehurst  v.  Ballard,  49  App.  D.  C.  75; 

Alexander  v.  Blackman,  26  App.  D.  C.  541,  551; 

Graves  v.  U.  S.,  150  U.  S.  118,  37  L  ed.  1021. 

The  references  by  appellants  under  this  heading 
to  the  testimony  of  Zelinski  will  be  treated  herein¬ 
after  under  the  subject  of  “Depreciation”. 

THE  CAUSE;  SHOULD  NOT  HAVE  BEEN  RE¬ 
MANDED  FOR  REVALUATION. 

Appellants  in  their  brief  (page  15)  say: 

“Without  an  ascertainment  of  the  present 
value  of  the  property  of  the  companies  involved, 
*  *  *  the  j  commission  was  unable  to  determine 
whether  the  companies  were  making  a  fair  re¬ 
turn  or  whether  or  not  the  increase  asked  by  the 
companies  would  result  in  an  unreasonable  rate 
to  the  public,  as  the  base  for  all  such  computa¬ 
tions  was  missing.” 

And  the  Commission  say  in  their  Order  (R.  101): 

“There  is  no  valuation,  as  of  today,  of  the 
properties  of  the  two  street  railways  and,  there¬ 
fore,  no  rate  bases  upon  which  to  determine 
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either  the  return  now  earned  noi  that  which 
would  be  earned  if  the  increased  fare  is  granted.” 


In  answer  to  this  it  need  only  be  said  that  the  Com¬ 
panies  had  presented  practically  undisputed  proof  of 
their  values;  that  of  the  Washington  Hailway  &  Elec¬ 
tric  Company  being  the  inadequate  value  found  by 
the  Commission  itself  without  taking  into  considera¬ 
tion  the  large  increases  in  prices  of  labor  and  ma¬ 
terials  since  1914  (the  omission  of  which  this  Court 
in  the  Potomac  Electric  Power  Company  and  '  The 
Capital  Traction  Company  valuations  ruled  wa^  er¬ 
roneous),  and  in  the  case  of  The  Capital  Traction 
Company  the  value  fixed  by  this  Court  brought  up  to 
date  by  the  application  of  current  prices  to  the  physi¬ 
cal  property  in  precisely  the  same  manner  as  usejd  by 
this  Court  in  arriving  at  that  valuation. 

And  at  page  3  of  appellants ’  brief  it  is  stated  that: 


44 No  evidence  was  introduced  or  offered  by  the 
Commission  tending  to  prove  the  present  j  fair 
value  of  the  properties  of  the  companies  nor 
with  reference  to  the  rate  of  return  of  the  Com¬ 
panies.” 

I 

This  is  true  and  it  is  perfectly  obvious  from  a 
study  of  the  Record  that  the  reason  for  the  failure 
of  the  Commission  to  introduce  such  evidence  was 
that  the  figures  submitted  by  the  Companies  in  ;  sup¬ 
port  of  their  values  (with  trivial  exceptions  which 
were  brought  out  by  the  full  and  searching  crosS-ex- 
amination  by  the  members  of  the  Commission  based 
upon  an  examination  of  the  books  and  other  records 
of  the  Companies  made  by  representatives  of!  the 
Commission  just  prior  to  the  hearing)  corresponded 
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to  and  wore  supported  by  the  records  and  data  in  the 
files  of  the  Commission  and  the  testimony  at  a  hear¬ 
ing  one  year  previous  by  the  Commission’s  own  Chief 
Accountant,  Mr.  Murray,  who  was  the  agency  through 
whom  the  Commission  is  required  by  the  Statute  (as 
hereinafter  specifically  shown)  to  keep  itself  informed 
of  the  true  situation  with  respect  to  the  properties 
and  accounts  of  the  Companies,  their  income  and  ex¬ 
penses,  and  who  was  called  and  who  testified  at  the 
instance  of  People’s  Counsel  (Record  410,  572  to  615, 
Exhibits  Nos.  101  to  117  inclusive). 

With  respect  to  these  claims  of  the  Commission 
that  the  Companies  had  failed  to  prove  their  values, 
that  the  Commission  introduced  no  evidence  with  re¬ 
spect  to  such  values,  that  a  revaluation  was  neces¬ 
sary,  that  the  accounting  methods  of  the  two  Com¬ 
panies  differed  and  that  certain  items  of  expendi¬ 
ture  had  been  erroneously  charged  to  capital  instead 
of  operating  accounts  and  vice  versa,  it  is  sufficient 
to  say  that  the  responsibility  for  keeping  advised 
of  the  value  of  the  properties  of  these  Companies 
and  of  the  accounting  methods  pursued  by  them  as 
well  as  the  sufficiency  of  their  reports  to  the  Com¬ 
mission,  is  upon  the  Commission  itself. 

The  law  creating  the  Public  Utilities  Commission 
of  the  District  of  Columbia  approved  March  4,  1913, 
by  paragraph  6  required  the  Commission  to  ascer¬ 
tain  all  of  the  elements  entering  into  a  valuation  of 
the  properties,  their  gross  and  net  income,  and  many 
other  matters  connected  with  the  financial  condition 
of  the  Companies  and  to  report  the  same  annually, 
to  Congress. 

By  paragraph  7  the  Commission  was  ordered  to 
value  the  properties.  This  it  did  and  ite  valuation 
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of  The  Capital  Traction  Company  was  altered  by  the 
Court  in  a  decree  which  ordered  the  Commission !  to 
correct  its  records  accordingly. 

By  paragraph  9  the  Commission  was  given  author¬ 
ity  to  make  revaluations  of  such  properties  at  any 
time  on  its  own  initiative. 

By  paragraph  15  the  Commission  was  charged  with 
“the  examination  and  audit  of  all  accounts”  of  th^se 
Companies  and  with  the  duty  to  see  that  “all  items 
shall  be  allocated  to  the  accounts  in  the  manner  pre¬ 
scribed  by  the  Commission”,  and  they  were  also  given 
authority  “to  inspect  and  examine  any  and  all  bobks, 
accounts,  papers,  records  and  memoranda”  of  the 
Companies. 

By  paragraph  16  the  Commission  was  directed;  to 
provide  for  depreciation  accounting. 

By  paragraph  17  it  was  provided  that  the  Com¬ 
mission  shall  keep  itself  informed  of  all  new  construc¬ 
tion ,  extensions  and  additions  to  the  property  of 
all  public  utilities ,  and  shall  prescribe  the  necessary 
forms,  regidations,  and  instructions  to  the  officers 
and  employees  of  all  public  utilities  for  the  keeping 
of  construction  accounts,  which  shall  clearly  distin¬ 
guish  all  operating  expenses  and  new  construction. 

And  by  paragraph  20  the  Commission  is  required 
to  picblish  annually  “the  value  of  all  property  actu¬ 
ally  used  and  use  fid  for  the  convenience  of  the  pub¬ 
lic,  of  every  public  utility  as  to  whose  rates,  charges, 
service,  or  regulation  any  hearing  has  been  held  by 

i 

the  Commission  or  the  value  of  whose  property  has 
been  ascertained  by  it  under  the  provisions  of  this 
Section ”. 

It  is  for  the  purpose  of  fulfilling  these  require¬ 
ments  of  the  Act  that  the  Commission  has  continu- 
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ously  since  its  establishment  required  these  Compan¬ 
ies  to  report  to  them  the  identical  facts  that  are  in 
evidence  in  this  case  and  which  form  the  basis  of  the 
present  value  of  these  properties,  and  has  from  time 
to  time  made  extensive  audits  of  the  Companies ’ 
books  and  records  for  the  purpose  of  verifying  and 
correcting  such  reports.  Are  these  Companies  to  be 
denied  the  relief  to  which  they  are  now  entitled  be¬ 
cause  the  Commission  chooses  to  shut  its  eyes  to  the 
information  which  has  been  regularly  and  promptly 
furnished  in  compliance  with  its  own  orders  and  the 
statutory  requirements  “as  to  all  new  construction, 
extensions,  additions/ ’  etc.  and  annually  as  to  “the 
value  of  all  property  actually  used  and  useful  for  the 
convenience  of  the  public  of  every  public  utility  *  *  * 
whose  property  has  been  ascertained’’  by  it? 

To  make  such  a  claim  is  simply  to  confess  that  the 
Commission  has  utterly  failed  in  its  duty  to  the  pub¬ 
lic  and  to  the  Companies  under  its  charge  and  to  at¬ 
tempt  to  penalize  the  Companies  for  such  failure. 

To  deny  to  the  Companies  a  reasonable  return 
pending  revaluations  would  be  continuing  the  confis¬ 
cation  of  their  properties  until  the  Court  or  the  Com¬ 
mission  should  do  what  the  Commission  itself  might 
and  could  have  done  at  any  time  upon  its  own  initia¬ 
tive. 

Appellants  (page  12  of  their  brief)  say: 

“It  must  -be  borne  in  mind  that  the  Commis¬ 
sion  at  no  time  during  the  proceedings  before  it 
unduly  delayed  the  proceedings,  declined  to  func¬ 
tion,  nor  indicated  an  inability  to  do  so,  except 
in  so  far  as  the  companies  failed  to  comply  with 
the  mandate  of  the  Public  Utilities  Act ,  namely , 
sustain  the  burden  of  proof .  Moreover,  the  Com- 
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mission  indicated  its  willingness  to  ascertain 


bv 


the  medium  of  a  revaluation,  the  present  value 
of  the  companies  in  the  event  the  companies,  j  as 
previously  stated,  refused  to  supply  or  were  un¬ 
able  to  supply  definite  data  on  which  to  deter¬ 
mine  said  base.  This,  notwithstanding,  the  fact 
that  the  burden  of  establishing  it  rested,  under 
the  Act,  on  the  companies.  Had  the  companies 
stated  to  the  Commission  that  they  would  not  or 
were  unable  to  furnish  additional  data  tending 
to  establish  a  true  rate  base ,  the  Commission 
would  have  forthwith  ordered  a  revaluation*  in 
the  cause  and  had  so  indicated  to  the  compan- 

•  y  j  ! 
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The  record  will  be  searched  in  vain  for  anything 
to  substantiate  these  statements.  Prior  to  the  entry 
of  the  Order  in  question  in  which  the  Commission 
denied  the  application  of  the  Companies,  the  Connjnis- 

i 

sion  had  given  no  intimation  as  to  their  attitude  with 
respect  to  a  revaluation  of  the  Companies’  proper¬ 
ties.  The  Record  will  show  that  a  motion  had  been 
made  at  the  hearing,  not  by  People’s  Counsel  or  by 
the  Counsel  for  the  Commission,  but  by  Mr.  Clayton 
(Record  513,  514),  representing  neither  the  Commis¬ 
sion  nor  any  party  to  the  cause,  for  a  revaluation  and 
that  the  Commission  took  this  motion  under  adyise- 
ment  and  subsequently  passed  their  Order  denying 
the  application  of  the  Companies  without  directly 
passing  upon  said  motion.  It  is  of  the  utmost  sig¬ 
nificance  that  neither  the  Commission  nor  any  mem¬ 
ber  thereof,  nor  Counsel  for  the  Commission,  |  nor 
People’s  Counsel,  at  any  time  during  the  hearing  jsug- 
gested  a  revaluation  of  the  properties.  Nor  was 
there  any  statement  by  the  Commission  prior  to  the 
formal  passage  of  the  Order  in  question  that  the 
proof  submitted  by  the  Companies  was  insufficient . 
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It  should  also  be  observed  that  although  these  Com¬ 
panies  made  application  for  increased  rates  in  June 

1928  (R.  82)  and  renewed  said  application  in  June 

1929  (R.  85-95)  the  Commission  never,  during  all  of 
that  period,  including  the  hearings  and  until  the  fil¬ 
ing  of  their  final  brief  in  the  lower  Court,  suggested 
or  favorably  considered  the  suggestion  of  a  revalua¬ 
tion  of  the  properties. 

No  facts  with  respect  to  either  the  value  of  the 
Companies ’  properties  or  their  income  and  operating 
expenses  were  put  in  evidence  by  the  Companies  or 
developed  at  the  hearing  which  were  not  known  to  the 
Commission  and  officially  of  record  with  it  as  a  result 
of  its  own  orders  and  the  requirements  of  the  Stat¬ 
ute.  The  Statute,  as  has  been  pointed  out,  required 
the  Commission  to  keep  itself  informed  at  all  times 
of  the  value  of  these  properties  for  rate  making  pur¬ 
poses  (Paragraph  20)  and  since  the  Commission  had 
required  complete  information  to  be  furnished  by  the 
Companies  it  certainly  was  incumbent  upon  them  to 
use  this  information  for  the  purposes  for  which  it 
was  intended.  If  this  information,  which  was  at  all 
times  in  their  possession,  had  indicated  any  neces¬ 
sity  for  a  revaluation  of  the  properties  there  was  no 
intimation  of  it  from  the  Commission.  Neither  is 
there  any  indication  at  this  time  or  in  this  record  that 
there  have  been  any  changes  in  the  physical  proper¬ 
ties  of  the  Companies  af  which  the  Commission  had 
not  been  informed. 

All  that  the  various  questions  raised  by  the  Com¬ 
mission  in  this  case  can  be  said  to  indicate  is  that 
the  present  personnel  of  the  Commission  seems  to 
differ  with  their  predecessors  (1)  as  to  the  allocation 
of  certain  items  of  expenditure  as  between  capital 
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and  expense  accounts,  (2)  as  to  certain  methods!  of 
accounting  of  the  two  Companies,  and  (3)  as  to  -the 
sufficiency  of  the  methods  heretofore  pursued  by  jthe 
Commission  in  keeping  themselves  informed  as  toithe 
present  value  of  the  properties. 

The  Commission  in  its  Order  (R.  102)  said:  j 

*  I 

I 
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‘ ‘  Wide  differences  in  accounting  methods  used 
by  the  two  companies  and  certain  errors  in  the 
accounting  records  disclosed  by  the  evidence  ren¬ 
der  it  impossible  to  ascertain  with  the  necessary 
degree  of  certainty  the  actual  operating  expanses 
or  the  net  railway  operating  income  of  the  Com¬ 
panies.  ’  9  | 

i 

And  in  appellants’  brief  (page  12)  they  say:  j 

| 

“A  revaluation  having  been  made,  the  rate  of 
return  realized  by  the  companies  would  have  be¬ 
come  a  mere  matter  of  mathematical  computa¬ 
tions.”  j 

j 

Evidently  the  so-called  differences  in  accounting 
methods  and  the  errors  in  accounting  records  to  which 
appellants  refer  in  the  Order  were  not  so  serious 
after  all. 

The  motion  that  was  made  that  the  Commission, 
before  acting  upon  the  applications  herein,  should 
proceed  to  a  complete  revaluation  of  the  Companies  ’ 
properties,  is  entirely  without  merit.  The  pjresent 
valuation  of  The  Capital  Traction  Company  j  which 
was  established  by  the  decision  of  this  Court,  the 
Court  of  last  resort  in  this  jurisdiction,  was  brought 
up  to  date  by  applying  to  the  inventories  of  the  Com¬ 
pany’s  property,  which  were  carefully,  thoroughly 
and  completely  made  by  competent  engineers  6f  both 
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the  Commission  and  the  Company,  and  to  the  addi¬ 
tions  thereto  since  that  time,  evidence  of  the  then 
present  day  prices  as  well  as  actual  costs  as  will  be 
hereinafter  shown.  And  as  retirements  of  property 
have  been  made,  fair  value  has  been  properly  ad¬ 
justed.  Such  evidence  was  not  only  competent  but 
the  best  evidence  and  it  has  not  been  contradicted, 
controverted  or  questioned  by  any  other  evidence.  The 
Company’s  proof  in  this  regard  is  complete  and  be¬ 
fore  it  can  be  challenged  those  in  opposition  must 
have  shown  by ;  competent  proof  that  such  valuation 
is  not  the  true  valuation  of  the  Company’s  property; 
that  the  valuation  is  not  in  accordance  with  law;  that 
improper  elements  have  been  included  or  that  the 
values  ascribed  to  the  included  elements  are  not  their 
true  values.  The  Company  having  established  such 
valuation  by  its  evidence,  the  burden  was  upon  those 
opposing  it  to  show  by  competent  proof,  if  they  could, 
the  necessity  for  revaluation.  No  such  attempt  has 
been  made  and  there  is  no  such  proof  or  offer  of 
proof  in  this  case. 

New  Orleans  v.  Citizens ’  Bank ,  167  U.  S.  371,  42 
L.  ed.  202; 

Van  Wert  Gas  Light  Co.  v.  P.  U.  C.,  299  Fed. 
670; 

Cromwell  v.  County  of  Sac ,  94  U.  S.  351,  24  L. 
ed.  195. 

The  Commission  and  the  Courts  have  determined 
the  elements  which  constitute  the  Company’s  prop¬ 
erty  for  the  purposes  of  valuation  and  these  findings 
are  final  and  conclusive  upon  the  -Commission  in  this 
proceeding.  To  the  extent  that  the  value  of  some 
such  elements  may  change  from  time  to  time  with 
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changing  price  levels  (and  this  is  particularly  true 
with  respect  to  physical  property)  revaluations  may 
become  proper  and  even  necessary  and  the  Company 
does  not  contend,  either  that  the  Commission  is  with¬ 
out  authority  to  make  revaluations  when  such  condi- 

i 

tions  arise,  or  that  such  revaluations  would  not  be 
/proper  when  it  is  shown  that  prices  have  materially 
changed.  All  the  proof  and  the  only  proof  in  this 
case,  however,  is  to  the  effect  that  such  prices!  had 
not  materially  changed  since  the  valuation  of  1925. 

The  Michigan  Public  Utilities  Commission  iii  Re. 
Holland  Gas  Works  in  an  opinion  (February  14, 1925, 
P.  U.  R.  1925D,  571)  in  a  similar  situation  held;  that 
an  application  for  revaluation  of  utility  property 
de  novo  should  be  denied  if  in  the  former  valuation 
every  element  upon  which  the  Commission  had  any 
proof,  including  all  elements  that  could  be  considered 
at  the  present  time,  was  considered  and  that  valua¬ 
tion  was  finally  accepted  by  the  utility;  although  re¬ 
adjustments  may  be  made  to  meet  present  day  con¬ 
ditions.  ! 

The  case  of  Dyer  v .  Virginian  Ry .  &  Power  Co.,  136 
S.  E.  499  P.  U.  R.  1927C,  300  was  one  in  whi<?h  the 
Street  Railway  Company  applied  to  the  Commission 
for  increased  rates  of  fare  and  in  which  certain  inter¬ 
ested  citizens  as  intervenors  contended,  just  as  is 
contended  in  this  case,  that  the  Commission  should 
make  a  revaluation  of  the  Company’s  property.  The 
Commission  overruled  the  motion  and  the  citizens  ap¬ 
pealed  to  the  Court  of  Appeals,  which  held: 

“The  property  so  used  in  the  public  service 
had  been  appraised  by  the  Commission  for  rate- 
making  purposes  about  one  year  theretofore,  and 
there  had  been  no  substantial  additions  'to  the 
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property  or  changes  in  such  valuation  in  the 
interval. 

“Without  prolonging  this  opinion  with  all  the 
Commission  said  on  this  subject,  we  quote  this: 

“  ‘In  order,  however,  for  the  Commission  to  be 
justified  in  making  a  revaluation,  as  distinguished 
from  an  original  valuation,  it  would  be  necessary 
for  the  party  asking  for  same  to  show  at  least 
prima  facie ,  or  the  Commission  would  have  to 
be  satisfied  from  some  source,  that,  under  all  the 
circumstances,  a  revaluation  should  be  made  in 
order  to  do  justice  to  all  parties  concerned,  and 
especially  to  the  general  public. 

“  4  This  we  think  the  movant  in  this  case  has 
failed  to  do,  and  the  Commission  is  not  cognizant 
of  any  facts  or  of  a  situation  which  will  justify 
the  revaluation  at  this  time  of  the  interurban 
division  of  the  Virginian  Railway  &  Power  Com¬ 
pany,  but  it  is  of  the  opinion  that  the  application 
for  approval  of  increased  fares  on  the  interurban 
division  should  be  considered  with  reference  to 
the  valuation  fixed  bv  the  order  of  December  1, 
1923,  in  the  absence  of  a  showing  of  facts  neces¬ 
sitating  or  justifying  a  different  valuation.’ 

“Under  these  circumstances,  it  would  have 
been  an  improper  use  of  the  public  funds,  so 
greatly  needed  for  the  purposes  indicated,  to 
have  made  such  an  unnecessary  expenditure  for 
the  appraisement  of  this  property,  which,  as  has 
been  stated,]  had  been  so  recently  valued  for  rate¬ 
making  purposes,  and  the  Commission  properly 
refused  to  do  so.” 

The  Courts  and  Commissions  generally  have  held, 
as  has  the  Public  Utilities  Commission  of  the  District 
of  Columbia,  in  previous  rate  hearings  in  street  rail¬ 
way  cases,  that  a  finding  of  fair  value  of  such  rail¬ 
way  property  is  unnecessary  in  a  rate  proceeding 
where  any  estimate  of  the  same  would  be  in  excess 
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of  any  base  necessary  to  support  the  return  likely 
to  be  received  under  the  proposed  tariff.  Borth  I  v . 
Philadelphia  &  Westchester  Traction  Co.,  P.  U.  R. 
1928D,  269.  And  that  it  is  immaterial  what  valua¬ 
tion  may  be  arrived  at  for  the  purpose  of  testing 
proposed  increased  rates,  assuming  that  such  rate 
base  will  be  within  the  range  of  figures  in  evidence, 
where  the  operating  results  after  the  establishment 
of  such  rates  would  be  insufficient  to  produce  a  rea¬ 
sonable  return.  Re.  Chicago ,  Aurora  <&  Elgin  R.  R. 
Co.,  P.  U.  R.  1929B,  346;  City  of  Pittsburgh  et  all  v. 
Equitable  Gas  Co.,  P.  U.  R.  1929C,  458;  Re  Gilfdrd- 
Chester  Water  Co.,  (Conn.  P.  U.  C.)  P.  U.  R.  1928C, 
545. 

And  the  United  States  District  Court  for  the  East¬ 
ern  District  of  New  York  in  the  case  of  New  York  & 
Richmond  Gas  Co.  v.  Prendergast,  10  Fed.  (2)  167, 
P.  U.  R.  1926B,  759,  which  was  a  case  involving  jthe 
question  of  rates  and  rate  of  return  upon  fair  value, 
said,  with  respect  to  a  previous  court  finding  ad  to 
the  value  of  the  Company’s  property  that: 

j 

“The  issue  which  was  presented  in  the  fortner 
suit  was  passed  upon  by  a  court  of  competent 
jurisdiction.  It  was  between  the  same  parties, 
at  least  it  was  between  the  plaintiff  and  the  I  de¬ 
fendants  or  persons  in  privity  with  them  for  an 
incumbent  of  an  office  is  in  privity  with  his  pre¬ 
decessor  in  the  same  office  and  he  is  concluded 
by  any  judgment  for  or  against  his  predecessor 
in  any  suit  touching  the  powers  and  privileges 
or  duties  of  his  office.  (Citing  cases.)  A  fair 
valuation  was  arrived  at  in  the  proceeding  before 
the  state  supreme  court  as  of  the  date  therein 
fixed.  This  issue  of  fact  presented  in  the  prior 
litigation  having  been  tried  and  determined,  par- 
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ties  to  such  trial  are  estopped  even  in  the  sec¬ 
ond  suit  and  in  a  different  cause  of  action  where 
the  same  question  is  presented  from  contending 
to  the  contrary,  and  from  what  was  thus  found 
and  determined.  Cromwell  v.  Sac  County,  94 
U.  S.  351,  353,  24  L.  ed.  195;  Last  Chance  Mining 
Co.  v.  Tyler  Mining  Co.,  157  U.  S.  683,  39  L.  ed. 
859,  15  Sup.  Ct.  Rep.  733.” 

It  was  not  and  could  not  be  shown  that  a  revalua¬ 
tion  of  the  property  of  the  Washington  Railway  and 
Electric  Company  at  the  present  time  would  be  in  the 
interest  of  the  public,  or  reduce  its  value  below  the 
findings  by  the  Commission,  in  its  Order  No.  462, 
dated  February  27,  1922  (Exhibit  2  to  bill,  R.  66), 
plus  the  net  additions  to  capital  since  that  time,  nor 
that  anv  revaluation  could  under  anv  imaginable  cir- 
cumstances  reduce  the  final  valuation  of  the  Wash¬ 
ington  Railway  and  Electric  Company  to  figures  less 
than  the  figures  established  by  the  Public  Utilities 
Commission  in  1919,  with  the  net  additions  to  Decem¬ 
ber  31,  1928,  as  shown  by  the  figures  of  the  Commis¬ 
sion’s  accountant,  Mr.  J.  D.  Murray,  by  his  Exhibit 
127  in  Formal  Case  201,  the  same  being  Exhibit  130B, 
R.  338.  The  evidence,  further,  clearly  shows  an  up¬ 
ward  trend  since  1922  in  the  cost  and  value  of  all 
materials  and  labor  embraced  in  the  physical  prop¬ 
erties  of  the  Washington  Railway  and  Electric  Com¬ 
pany  and  it  has  been  admitted  that  the  present  price 
levels  are  far  above  those  of  1914,  therefore,  the 
only  effect  of  a  revaluation  now  would  be  to  bring 
about  a  still  higher  value  of  the  physical  properties 
of  the  said  railway,  with  no  corresponding  gain  to 
the  public  in  such  a  respect,  as  the  said  railway  made 
it  clearly  known  by  its  answer  before  the  Commission 
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and  the  evidence  introduced  that  in  accepting  the 
Commission’s  said  findings  in  this  case  it  did  so  with-, 
out  waiver  or  prejudice  to  any  of  its  rights  or  claims 
to  a  higher  valuation,  which  under  all  the  evidence 
in  the  case  and  the  law  it  is  justly  entitled  to. 

Judicial  Rulings  do  not  Require  Revaluation. 

In  the  valuation  or  rate  cases  which  have  been 
passed  upon  by  the  Supreme  Court  of  the  United 
States,  and  which  we  have  read,  that  Court  has,  un¬ 
hesitatingly,  held,  where  it  could  reasonably  deter¬ 
mine  a  minimum  value  and  where  the  operating  reve¬ 
nue  showed  the  utility  was  not  receiving  a  fair  retlurn 
upon  such  minimum  value,  that  the  utility  was  en¬ 
titled  to  a  higher  rate  and  has  so  found  without!  di¬ 
recting  further  proceedings  by  the  lower  court  or  !  the 
commission. 

(1)  General  Rule. 

In  McCardle  vs.  Indianapolis  Water  Co.,  272  Uj.  S. 
400,  71  L.  Ed.  316,  the  Court  in  its  opinion  stated: 

i 

“In  every  confiscation  case,  the  future  as  well 
as  the  present  must  be  regarded.  It  must  be  de¬ 
termined  whether  the  rates  complained  of  j  are 
yielding  and  will  yield,  over  and  above  the 
amounts  required  to  pay  taxes  and  proper  oper¬ 
ating  charges,  a  sum  sufficient  to  constitute  just 
compensation  for  the  use  of  the  property  em¬ 
ployed  to  furnish  the  service;  that  is,  a  reason¬ 
able  rate  of  return  on  the  value  of  the  property 
at  the  time  of  the  investigation  and  for  a  reason¬ 
able  time  in  the  immediate  future.  Missouri  ex 
rel .  Southwestern  Bell  Telephone  Co.  vs.  Public 
Serv.  Commission,  262  U.  S.  276,  287,  288,  67  L. 
Ed.  981,  984,  985,  31  A.  L.  R.  807,  43  Sup]  Ct. 
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Rep.  544;  Bluefield  Waterworks  &  Improv.  Co. 
v.  Public  Serv.  Commission,  ‘  262  U.  S.  679,  692, 
67  L.  Ed.  1176,  1182,  43  Sup.  Ct.  Rep.  675;  Of. 
Public  Utility  Commrs.  v.  New  York  Teleph.  Co., 
271  U.  S.  23,  31,  70  L.  Ed.  808,  812,  46  Sup.  Ct. 
Rep.  363.  *  *  * 

“While  the  facts  stated  in  the  Court’s  decision 
are  sufficient  to  sustain  the  decree,  the  findings 
as  to  value,  the  reasonable  rate  of  return,  and 
the  net  earnings  are  not  as  specific  as  good  prac¬ 
tice  requires.  As  the  litigation  would  he  pro¬ 
longed  considerably  if  the  case  ivere  remanded 
for  further  findings,  we  have  examined  the  rec¬ 
ord  to  determine  whether  the  facts  proved  jus¬ 
tify  the  court's  conclusion .  (Citing  cases.) 

“And  we  are  satisfied  that  the  decree  is  right. 
As  indicated  above,  a  reasonable  rate  of  return 
is  not  less  than  7  per  cent.  *  *  * 

“On  a  consideration  of  the  evidence,  it  is  held 
that  the  yalue  of  the  property  as  of  January  1, 
1924,  and  immediately  following,  was  not  less 
than  $19,000,000.”  (Italics  ours.) 

(2)  No  Set  Rules  for  Determining  Fair  Value. 

In  Ohio  Utilities  Co.  vs.  Public  Utilities  Com.,  267 
U.  S.  359,  69  L.  Ed.  656,  the  Court  in  its  opinion 
stated : 

“  Reproduction  value,  however,  is  not  a  mat¬ 
ter  of  outlay,  but  of  estimate,  and  should  include 
a  reasonable  allowance  for  organization  and 
other  overhead  charges  that  necessarily  would 
be  incurred  in  reproducing  the  utility.  *  *  * 

“From  the  foregoing,  it  is  evident  that  the 
state  supreme  court  did  not  accord  to  the  plain¬ 
tiff  in  error  that  sort  of  judicial  inquiry  to  which, 
under  the  decisions  of  this  court,  it  was  entitled. 
Bluefield  Waterworks  &  Improv.  Co.  vs.  Public 
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Serv.  Commission,  262  U.  S.  689,  67  L.  Ed.  ll|Bl, 
43  Sup.  Ct.  Rep.  675;  Ohio  Valley  Water  Co.  jvs. 
Ben  Avon,  253  U.  S.  287,  289,  64  L.  Ed.  908, 
914,  P.  U.  R.  1920E,  814,  40  Sup.  Ct.  Rep.  52t.” 

In  Blue  field  W.  W.  <£  Improv.  Co.  vs.  Public  Ser¬ 
vice  Commission ,  262  U.  S.  679,  67  L.  Ed.  1176,  the 
Court  in  its  opinion  stated: 

i 

i 

i 

“The  ascertainment  of  that  value  is  not  con¬ 
trolled  by  artificial  rules.  It  is  not  a  matter!  of 
formulas,  but  there  must  be  a  reasonable  judg¬ 
ment  having  its  basis  in  a  proper  consideration 
of  all  relevant  facts.  Minnesota  Rate  Cases 
Simpson  vs.  Shepard  (1913)  230  U.  S.  352,  434, 
57  L.  Ed.  1511,  1555,  48  L.  R.  A.  (N.  S.)  1151, 
33  Sup.  Ct.  Rep.  729,  Ann.  Gas.  1916A,  18.”! 

It  was  suggested  by  the  Commission  that  ther6  is 
no  real  inventory  or  appraisal  as  of  the  present  time, 
and  it  seeks  therefore  to  overcome  the  effect  of  the 
existing  valuations  of  the  properties  of  the  Compan¬ 
ies.  But  this  point  was  recently  considered,  and  dis¬ 
posed  of  by  the  case  of  Illinois  Bell  Telephone  Com¬ 
pany  v.  Pat  H.  Moyniha/n  et  al .,  P.  U.  R.  1930B,  148, 
164,  decided  Jan.  31,  1930,  by  the  United  States  Dis¬ 
trict  Court  in  Northern  District  of  Illinois,  where  the 
court  stated:  j 

“No  field  inventory  or  appraisal  was  made. 
The  property  of  the  company  had  been  appraised 
in  1911  and  this  appraisal  was  taken  as  the  start¬ 
ing  point.  Factors  were  applied  to  this  j  ap¬ 
praisal  and  the  net  additions  thereto  represent¬ 
ing  the  actual  increases,  respectively,  of  the 
prices  of  labor  and  material  entering  intoj  the 
construction  of  the  property  from  year  to  year 
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to  Juno  30,  1923.  It  is  claimed  by  plaintiff  that 
the  cost  of  reproducing  the  property  new  as  of 
June  30,  1923,  would  be  at  least  the  amount  de¬ 
termined  by  the  appraisal  made  as  above  stated. 
Stress  is  placed  upon  the  well-known  facts  con¬ 
cerning  increase  in  labor  and  material  costs  dur¬ 
ing  and  after  the  world  war  of  which  the  court 
will  take  notice,  and  the  increasing  difficulties 
of  construction  which  would  have  been  met  by 
a  reproduction  of  the  entire  property  under  con¬ 
ditions  existing  in  Chicago  in  1923.  Assuming 
the  correctness  of  the  1911  inventory  and  ap¬ 
praisal  and  the  accuracy  of  the  company’s  books 
and  conversion  factors,  we  see  no  reason  why 
the  appraisal  of  June  30,  1923,  does  not  furnish 
a  reasonably  accurate  basis  for  determining  a 
minimum  reproduction  cost.  The  same  method 
of  appraisal  based  upon  actual  construction  costs 
of  the  company  was  used  in  its  proceedings  be¬ 
fore  the  Public  Utilities  Commission  and  before 
the  Illinois  Commerce  Commission,  both  of  which 
Commissions  determined  the  reproduction  cost 
new  of  the  company’s  property  on  the  basis  of 
these  appraisals. 

“The  testimony  of  the  plaintiff’s  engineers  and 
accountants  satisfies  us  that  the  computations 
are  based  upon  data  which  are  substantially  cor¬ 
rect.  It  has  not  been  met,  in  our  opinion,  by  the 
criticism  of  the  expert  witnesses  produced  by  the 
defendants.  Those  criticisms  are  weakened  by 
the  conflicting  statements  of  the  witnesses  and 
the  contradictions  found  in  correspondence  and 
testimony  in  other  cases.  While  under  some  cir¬ 
cumstances  this  method  might  not  be  a  reliable 
guide  to  true  reproduction  costs,  we  think  that 
for  this  plant  and  with  this  company’s  books 
and  supporting  data  it  shows  clearly  that  the 
reproduction  cost  new  of  the  physical  property 
as  of  June  30,  1923,  was  at  least  $145,000,000.” 
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(3)  Errors  in  Procedure  No  Excuse  for  Not  Deter¬ 

mining  Fair  Value. 

In  Denver  vs.  Denver  Union  Water  Co.,  246  U.  S. 

178,  62  L.  Ed.  649,  the  Court  in  its  opinion  stated: 

“The  error  of  procedure,  however,  does  not 
necessitate  sending  the  case  back  to  the  District 
Court.  The  issues  were  fully  heard  before  the 
master,  all  proffered  evidence  was  admitted,  the 
exceptions  taken  to  his  findings  raise  no  serious 
questions  of  fact,  we  have  before  us  in  the  record 
the  evidence  and  all  other  materials  necessary 
for  judgment,  and  will  simply  proceed  to  j  do 
what  the  district  court  ought  to  have  done; 
namely,  consider  the  report  and  pass  upon  the 
exceptions,  and  make  such  decree  as  is  equitable 
in  the  premises.”  (Italics  ours.)  j 

i 

i 

(4)  Errors  in  Items  Included,  No  Excuse  for  Not 

Determining  Fair  Value.  j 


In  Denver  vs.  Denver  Union  Water  Co.,  supra,  jthe 
Court  in  its  opinion  stated:  | 

“The  court  will  not  undertake  to  decide,  ijn  a 
case  involving  the  reasonableness  of  rates  per¬ 
mitted  to  be  charged  by  a  public  service  corpora¬ 
tion,  whether  or  not  a  disputed  element  of  value 
was  properly  included  in  the  valuation  of!  its 
property,  where,  even  should  such  element j  be 
excluded,  the  return  to  the  corporation  would 
still  be  inadequate.”  (Italics  ours.)  See  also 
Northern  P.  R.  Co.  vs.  Department  of  Public 
Works ,  268  U.  S.  39,  69  L.  Ed.  836. 


Judicial  Rulings  Show  that  Evidence  Before  the 
Commission  was  Sufficient. 

j 

In  Potomac  Electric  Power  Co.  vs.  Public  Utilities 
Commission,  supra,  the  Court  in  its  opinion  staled : 
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“But  there  was  substantial  evidence  before  the 
Commission  as  to  the  rise  in  values,  and  a  brief 
investigation  would  have  enabled  the  Commission 
to  determine,  with  substantial  accuracy  how  much 
in  fairness  should  be  added  to  the  earlier  valua¬ 
tion.’  ’ 

In  Prendergast  vs.  New  York  Telephone  Co.,  supra, 
the  Court  in  its  opinion  stated: 

“Nor  did  the  fact  that  the  orders  of  the  Com¬ 
mission  merely  prescribed  temporary  rates,  to 
be  effective  until  its  final  determination,  deprive 
the  company  of  its  right  to  relief  at  the  hands 
of  the  court.  The  orders  required  the  new  re¬ 
duced  rates  to  be  put  into  effect  on  a  given  date. 
They  were  final  legislative  acts  as  to  the  period 
during  which  they  should  remain  in  effect  pend¬ 
ing  the  final  determination;  and  if  the  rates  pre¬ 
scribed  were  confiscatory,  the  company  would  be 
deprived  of  a  reasonable  return  upon  its  prop¬ 
erty  during  such  period,  without  remedy,  unless 
their  enforcement  should  be  enjoined.  Upon  a 
showing  that  such  reduced  rates  were  confisca¬ 
tory,  the  company  was  entitled  to  have  their  en¬ 
forcement  enjoined  pending  the  continuance  and 
completion  of  the  rate-making  process.  *  *  * 

“The  application  for  the  injunction  was  heard 
by  the  district  court  upon  the  pleadings  and  affi¬ 
davits  relating  to  the  cost  and  value  of  the  com¬ 
pany’s  property,  its  revenue  and  expenses.  It 
was  not  necessary  that  the  company  offer  in  evi¬ 
dence  the  voluminous  testimony  that  had  been 
taken  by  the  commission  on  the  legislative  ques¬ 
tion  prior  to  making  the  orders  in  question.  The 
bill  did  not  challenge  the  orders  of  the  commis¬ 
sion  on  the  ground  that  it  had  acted  arbitrarily, 
without  any  evidence.  See  Louisville  &  N.  R. 
Co.  v.  Garrett,  231  U.  S.  299,  308,  58  L.  Ed.  229, 
240,  34  Sup.  Ct.  Rep.  240.  The  sole  issue  pre- 
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sented  was  whether  or  not  the  orders  were  Con¬ 
fiscatory  ;  which  was  to  be  determined  by  j  the 
court  upon  the  evidence  submitted  to  it.  Eijther 
party  might,  of  course,  show,  by  competent  j  tes¬ 
timony,  any  fact  brought  out  before  the  commis¬ 
sion  which  might  throw  light  upon  this  issue; 
and  the  defendants  cannot  now  rightly  complain 
that  the  company  did  not  introduce  evidence 
which  they  themselves  do  not  appear  to  have 
regarded  as  material. 

“The  district  court,  after  consideration  and 
analysis  of  the  evidence,  concluded  that  the  value 
of  the  company’s  property  upon  which  it  |was 
entitled  to  a  return  could  not  be  reduced  much 
below  $300,000,000,  and  that  the  rates  prescribed 
could  not  possibly  yield  a  fair  return  upon  isuch 
valuation.  It  is  well  settled  that  the  graiiting 
of  a  temporary  injunction,  pending  final  hearing, 
is  within  the  sound  discretion  of  the  trial  court; 
and  that,  upon  appeal  an  order  granting  such  an 
injunction  will  not  be  disturbed  unless  contrary 
to  some  rule  of  equity,  or  the  result  of  improvi¬ 
dent  exercise  of  judicial  discretion.  Meccano  vs. 
AVanamaker,  253  U.  S.  136,  141,  64  L.  Ed.  j  822, 
826,  40  Sup.  Ct.  Rep.  463;  Love  vs.  Atchison, 
T.  &  S.  F.  R.  Co.,  supra ,  p.  331;  and  cases  there 
cited.  Especially  will  the  granting  of  the  jtem- 
porary  writ  be  upheld  when  the  balance  of  injury 
as  between  the  parties  favors  its  issue.  *  *  j  * 

“There  was  no  necessity  in  the  particular  situ¬ 
ation  presented  for  any  test  period  of  the !  new 
rates. 

“And  finding  nothing  in  the  record  which!  jus¬ 
tifies  us  in  concluding  that  the  District  Court 
improvidently  exercised  its  judicial  discretion  in 
granting  the  interlocutory  injunction,  its  ordfer  is 
affirmed.  ’ ’ 

j 

In  Northern  P.  R.  Co.  vs.  Department  of  Public 
Works,  supra,  the  Court  in  its  opinion  stated:  | 


| 

i 


l 
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“The  mere  admission  by  an  administrative  tri¬ 
bunal  of  matter  which,  under  the  rules  of  evi¬ 
dence  applicable  to  judicial  proceedings,  would  be 
deemed  incompetent  (United  States  v.  Abilene  & 
S.  R.  Co.,  265  U.  S.  274,  288,  68  L.  Ed.  1016, 
1022,  44  Sup.  Ct.  Rep.  565),  or  mere  error  in 
reasoning  upon  evidence  introduced,  does  not  in¬ 
validate  an  order.  But  where  rates  found  by  a 
regulatory  body  to  be  compensatory  are  attacked 
as  being  confiscatory,  courts  may  inquire  into 
the  method  by  which  its  conclusion  was  reached. 
An  order  based  upon  a  finding  made  without 
evidence  (Chicago  Junction  Case  (Baltimore  & 
0.  R.  Co.  v.  United  States),  264  U.  S.  258,  263, 
68  L.  Ed.  667,  673,  44  Sup.  Ct.  Rep.  317),  or 
upon  a  finding  made  upon  evidence  which  clearly 
does  not  support  it  (Interstate  Commerce  Com¬ 
mission  vs.  Union  P.  R.  Co.,  222  U.  S.  541,  547, 
56  L.  Ed. ;  830,  311,  32  Sup.  Ct.  Rep.  108),  is  an 
arbitrary  act  against  which  courts  afford  relief.” 

In  Bant  on  vs.  Belt  Line  By.  Cory.,  268  U.  S.  415, 
69  L.  Ed.  1023,  the  Court  in  its  opinion  stated: 

“Appellants  contend  that,  when  this  suit  was 
commenced,  the  rate-making  process  was  not  com¬ 
pleted,  and  that  the  appellee  had  not  exhausted 
its  legal  remedies  in  the  state  tribunals.  The 
point  is  without  merit.  The  order  complained  of 
had  been  in  force  for  more  than  eight  years.  The 
laws  of  the  state  required  it  to  be  obeyed,  and 
prescribed  penalties  for  failure  to  comply  with 
it.  *  *  * 

“Neither  the  original  application  nor  the  peti¬ 
tion  for  rehearing  relieved  appellee  of  the  bur¬ 
den  of  compliance  with  the  order  of  October  29, 
1912.  No  application  to  the  commission  for  re¬ 
lief  was  required  by  the  state  law.  None  was 
necessary  as  a  condition  precedent  to  the  suit. 
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See  Prendergast  vs.  New  York  Telepk.  Co.,  262 
U.  S.  43,  48,  67  L.  Ed.  853,  857,  43  Sup.  Ct.  Rep. 
466;  United  States  vs.  Abilene  &  S.  R.  Co.,  265 
U.  S.  274,  282,  68  L.  Ed.  1016,  1019,  44  Sup.  j  Ct. 
Rep.  565.  On  the  point  under  consideration,  it 
must  be  assumed  that  the  joint  fare  of  5  cents 
was  confiscatory,  as  alleged.  The  continued  |  en¬ 
forcement  of  that  rate  would  operate  to  take  Ap¬ 
pellee’s  property  without  just  compensation,  £md 
to  compel  it  to  suffer  daily  confiscation.  Not¬ 
withstanding  the  matter  was  pending  on  rehear¬ 
ing,  the  appellee  had  the  right  to  sue  in  the  fed¬ 
eral  court  to  enjoin  the  enforcement  of  the  rate. 

It  was  not  bound  to  await  final  action  bv  the  com- 

* 

mission,  and,  if  the  rate  was  in  fact  confiscatory, 
to  serve  in  the  meantime  without  just  compehsa- 
tion.  See  Pacific  Teleph.  &  Teleg.  Co.  v.  Kuyken¬ 
dall,  265  U.  S.  196,  204,  68  L.  Ed.  975,  980'  44 
Sup.  Ct.  Rep.  553 ;  Oklahoma  Natural  Gas  j  Co. 
vs.  Russell,  261  U.  S.  290,  293,  67  L.  Ed.  659,  662, 
43  Sup.  Ct.  Rep.  353;  Love  vs.  Atchison,  T.  &  S. 
F.  R.  Co.,  107  C.  C.  A.  403,  185  Fed.  326.” j 

In  United  Railways  <&  Electric  Company  of  Balti¬ 
more  vs.  Public  Service  Commission,  280  U.  S.  ;  234, 
74  L.  ed.  390,  the  Court  stated:  j 


“What  will  constitute  a  fair  return  in  a  given 
case  is  not  capable  of  exact  mathematical  demon¬ 
stration.  It  is  a  matter  more  or  less  of  approx¬ 
imation  about  which  conclusions  may  differ.  jThe 
court  in  the  discharge  of  its  constitutional  duty 
on  the  issue  of  confiscation  must  determine  the 
amount  to  the  best  of  its  ability  in  the  exercise  of 
a  fair,  enlightened  and  ‘independent  judgment  as 
to  both  law  and  facts.’  Ohio  Valley  Co.  vs.  jBen 
Avon  Borough,  253  U.  S.  287,  289;;  Bluefieldi  Co. 
vs.  Publ.  Serv.  Comm.,  supra,  pp.  689,  692 ;  Lehigh 
Valley  R.  R.  vs.  Commissioners,  278  U.  S.  24, |36.” 
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In  Pacific  Telephone  <&  Telegraph  Company  vs. 
Kuykendall ,  265  U.  S.  196,  68  L.  Ed.  979,  the  Bill  filed 
therein  made  substantially  the  same  allegations  as  the 
Bills  filed  herein  and  the  Court  in  its  opinion,  by  Mr. 
Chief  Justice  Taft,  stated: 

“It  is  apparent  from  these  provisions  that  after 
the  commission  finally  denied  the  increase  of 
rates  applied  for,  the  company  had  exhausted  its 
administrative  remedy  to  avoid  the  alleged  con¬ 
fiscatory  rates  under  which  it  was  compelled  to 
render  the  service.  It  had,  therefore,  no  recourse 
but  to  a  court.  Both  by  reason  of  diverse  citizen¬ 
ship  and  because  of  the  Federal  constitutional 
question,  the  Federal  court  of  equity  was  avail¬ 
able  to  it.  The  state  statute  forbidding  a  stay  of 
proceedings  until  a  final  judicial  decree  was  ren¬ 
dered,  of  course,  could  not  prevent  a  Federal 
court  of  equity  from  affording  such  temporary 
relief  by  injunction  as  the  principles  of  equity 
procedure  required.  The  conditions  set  out  in  the 
bill,  therefore,  seem  to  have  made  a  case  ripe 
for  Federal  relief.  Bacon  v.  Rutland  R.  Co.,  232 
U.  S.  134,  58  L.  Ed.  538,  34  Sup.  Ct.  Rep.  283; 
Prendergast  vs.  New  York  Teleph.  Co.,  262  U.  S. 
43,  48,  67  L.  Ed.  853,  857,  43  Sup.  Ct.  Rep.  466. 

“But  it  is  urged  that  such  relief  is  premature 
because  the  rates,  increase  of  which  was  refused, 
were  reasonable,  and  afforded  an  adequate  return 
on  the  value  of  the  property  of  the  company  used 
in  the  public  service  as  fixed  by  the  commission 
in  accord  with  the  statutory  procedure  for  that 
purpose,  and  that  the  company  still  has  a  right  to 
appeal  from  the  valuation  of  the  commission  to 
the  superior  and  supreme  courts  on  the  legisla¬ 
tive  question  of  that  valuation.  *  *  * 

“It  is  clear  that  the  function  of  the  courts  in 
fixing  the  valuation  of  the  property  of  the  public 
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utility  is  not  confined  to  a  judicial  review  of  the 
work  of  the  commission.  The  courts  are  ma$e 
part  of  the  valuation  tribunal,  pass  on  the  weight 
of  the  evidence,  and  can  set  aside  a  valuation  and 
make  a  new  one.  Keller  vs.  Potomac  Electric 
Power  Co.,  261  U.  S.  428,  67  L.  Ed.  731,  43  Sup. 
Ct.  Rep.  445.  *  *  *  j 

“In  the  case  before  us,  the  company  is  shown 
by  the  averments  of  its  bill  to  be  suffering  daily 
from  confiscation  under  the  rates  to  which  it!  is 
now  limited.  It  has  done  all  it  could  to  get  relief, 
and  cannot  get  it.  The  rates  here  in  question 
were  in  force  for  more  than  a  year,  the  company 
advanced  them,  the  old  rates  were  reinstated  by 
the  Department  of  Public  Works.  In  such  a  case, 
then,  there  was  no  chance  for  a  stay.  *  *  *  ! 

“Under  such  circumstances  comity  yields,  to 
constitutional  right,  and  the  fact  that  the  proce¬ 
dure  on  appeal  in  the  legislative  fixing  of  rutes 
has  not  been  concluded  will  not  prevent  a  Federal 
court  of  equity  from  suspending  the  daily  confis¬ 
cation,  if  it  finds  the  case  to  justify  it.  Oklahoma 
Natural  Gas  Co.  vs.  Russell,  261  U.  S.  290,  293, 
67  L.  Ed.  659,  662,  43  Sup.  Ct.  Rep.  353.  In  such 
a  case  the  Prentis  Case  has  no  application.  Love 
v.  Atchison,  T.  &  S.  F.  R.  Co.,  107  C.  C.  A.  403, 
185  Fed.  321,  324,  325.  *  *  *  j 

“We  think,  therefore,  that  the  district  court 
erred  in  denying  a  temporary  injunction  uhder 
sec.  266,  on  the  ground  that  the  bill  was  prema¬ 
ture.  ’  ’ 


In  Paducah  vs.  Paducah  R.  Co.,  261  U.  S.  267,  $7  L. 
Ed.  648,  the  allegations  in  the  Bill  filed  therein  ^vere 
substantially  the  same  as  those  filed  herein  and  the 
Court  in  its  opinion,  by  Mr.  Justice  Butler,  stated: 


“The  company  thereupon  brought  this  suit  to 


restrain  and  enjoin  the  enforcement  of  the 


ordi- 


i 
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nance  on  the  ground  that  the  rates  specified  are 
unremunerative  and  confiscatory,  and  that  the 
enforcement  of  the  ordinance  would  take  the  com¬ 
pany’s  property  without  due  process  of  law,  and 
deny  it  equal  protection  of  the  laws,  in  violation 
of  the  14th  amendment. 

“After  hearing  the  parties,  the  district  court, 
on  September  30,  1920,  granted  a  temporary  in¬ 
junction.  *  *  * 

“We  have  examined  the  record  and  are  satis¬ 
fied  that  the  fares  prescribed  by  the  ordinance  of 
September  21,  1920,  were  shown  to  be  too  low 
under  the  conditions  existing  at  the  time  of  the 
trial,  and  that  the  company  is  entitled  to  the  in¬ 
junction.  ’  ’ 

See  also  the  other  cases  hereinbefore  cited  and 
quoted  all  holding  to  the  effect  that  the  Court  must 
exercise  its  own  independent  judgment  as  to  both  law 
and  facts  and  if  it  can  reasonably  determine  a  fair 
value  from  the  evidence,  and  the  evidence  shows  the 
utility  is  not  receiving  a  fair  return,  an  injunction 
should  issue  as  stated  in  the  McCardle  Case,  supra : 

“As  the  litigation  would  be  prolonged  consider¬ 
ably  if  the  case  were  remanded  for  further  find¬ 
ings,  we  have  examined  the  record  to  determine 
whether  the  facts  proved,  justify  the  Court’s  con¬ 
clusion.  *  *  *  On  a  consideration  of  the  evidence, 
it  is  held  that  the  value  of  the  property  as  of  Jan¬ 
uary  1,  1924,  and  immediately  following,  was  not 
less  than  $19,000,000.” 

No  Reason  Shown  for  Revaluation. 

The  evidence  and  bill  show  there  has  been  no  reces¬ 
sion  in  values  to  the  level  of  1914  prices,  which  was 
the  basis  of  the  Commission’s  valuation  of  the  Wash- 
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ington  Railway  &  Electric  Company  and  which  for  the 
purpose  of  this  suit  the  Washington  Railway  &  Elec¬ 
tric  Company  is  willing  to  accept,  as  hereinbefore 
said,  without  waiving  its  constitutional  rights  to  its 
true  or  higher  valuation.  No  proof  of  any  sijch 
recession  was,  or  could  be  introduced.  The  Supreme 
Court  has  often  said  it  will  take  judicial  notice 
of  the  fact  that  there  has  been  a  material  increase!  in 
values  and  at  as  late  a  date  as  January  6,  1930,  when 
it  handed  down  its  opinion  in  the  United  Railway 
Case  of  Baltimore ,  supra ,  it  stated  therein : 

“Annual  returns  upon  capital  and  enterprise, 
like  wages  of  employees,  cost  of  maintenance  and 
related  expenses,  have  materially  increased  the 
country  over.  This  is  common  knowledge.”  j 

i 

i 

The  Commission  refused  relief  on  the  ground  that 
no  valuations  as  of  the  present  time  have  been  made, 
when  the  whole  record  shows,  that  "whatever  the  true 
and  constitutional  valuations  are,  they  are  greatty  in 
excess  of  any  sums  which  for  the  time  being  wbuld 
be  justified  as  a  basis  for  the  present  request  for  an 


increased  rate.  The  whole  record  further  shows 
the  uncontradicted  evidence  is  to  the  effect  that 


that 

the 


valuations  relied  upon  are  not  unjust  to  the  ptiblic 


as  of  the  present  time;  that  a  revaluation  of 


the 


property  of  the  Washington  Railway  &  Electric  Com¬ 
pany  would  result  in  a  much  larger  sum  for  j  that 
Company.  And  in  the  case  of  The  Capital  Traction 
Company  that  its  present  value  is  far  greater  than 
necessary  to  justify  the  increase  in  rate.  Therefore, 
it  is  our  contention  that  the  action  of  the  Commission 
was  tantamount  to  a  refusal  of  the  duties  imposed 
upon  it  by  law. 


i 
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In  the  Virginia  case  of  Dyer  v.  V a .  Ry.  &  Power 
Co.,  supra ,  the  proposition  was  asserted  that  the 
Commission  could  disregard  former  valuations,  but 
the  principle  was  there  laid  down  that  a  party  re¬ 
questing  or  insisting  upon  a  revaluation  would  have 
to  show  sufficient  cause  or  reason  before  the  time  or 
money  necessary  to  be  spent  in  making  the  revalua¬ 
tion  could  be  so  lightly  expended. 

If  there  had  been  no  valuation  of  said  Companies’ 
physical  property,  it  would  not  be  essential  to  estab¬ 
lish  one  in  order  to  grant  an  increase  in  rates  of  fare, 
and  this  principle  has  been  applied  by  the  Commission 
in  previous  cases,  that  is  to  say,  the  first  increase  in 
rates  of  street  car  fare  within  the  District  of  Colum¬ 
bia  was  ordered  in  advance  of  a  valuation.  See  Pub¬ 
lic  Utilities  Commission  Order  No.  289,  dated  October 
26,  1918.  Said  Commission  has  also  held  no  valuation 
necessary  for  such  a  purpose  as  evidenced  by  Order 
No.  673,  Formal  Case  No.  187,  dated  June  27,  1927. 

A  similar  position  has  heretofore  been  taken  by  the 
General  Counsel  to  the  Commission,  wherein  he  stated 
by  his  opinion  of  June  23,  1927 : 

“  There  are  numerous  cases  decided  bv  courts 
and  commissions  throughout  the  country  in  which 
an  increase  in  rates  has  been  allowed  without  a 
formal  valuation  being  made  by  the  commission. 
Some  cases  are  based  upon  emergencies  in  opera¬ 
tion,  and  other  cases  are  based  upon  a  plain  show¬ 
ing  that  the  utility  is  not  obtaining  an  adequate 
return.  I  think  the  matter  is  within  the  discre¬ 
tion  of  the  commission  to  grant  or  refuse,  but  the 
granting  of  an  application  for  an  increase  of 
rates  should  be  based  upon  an  adequate  showing 
by  the  company  that  the  present  return  is  not 
adequate.  Evidence  should  be  produced  upon  this 
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point  and  the  burden  is  upon  the  company  to  Es¬ 
tablish  its  position  by  a  proper  showing.  Nor¬ 
mally,  of  course,  rates  should  be  fixed  upon  valua¬ 
tions  after  a  formal  hearing  by  the  commission 
and  a  formal  determination  of  what  the  fair  value 
of  the  company  is  and  the  rates  based  accord¬ 
ingly.  But  there  are  exceptions  to  the  rule  and 
the  whole  matter  should  be  one  left  to  the  wise 
discretion  of  the  commission. 

j 

“Re  Coal  Creek  Water  &  Light  Co.  (Colo.),  P. 

U.  R.  1926D,  571.  j 

Cumberland  Telph.  &  Tel.  Co.  (Tenn.),  P.  UJR. 

1921D,  858.  j 

Spokane  v.  Wash.  Wat.  Pow.  Co.  (Wash.),!  P. 

U.  R.  1921D,  762.  j 

Re  Queen’s  Borough  Gas  &  E.  Co.  (N.  Y.), 
1918F,  872.  j 

Arizona  Gas  Co.  (Ariz.),  1918F,  733.  i 

Pub.  Ser.  Co.  (Ill.),  P.  U.  R,  1918D,  240.  ! 

Ashland  vs.  Schuylkill  R.  R.  Co.  (Pa.),  P.  Ul.  R. 

1918F,  47.  j 

Home  Tel.  Co.,  P.  U.  R.  1918C,  489. 

Pub.  Service  Elec.  Co.  (N.  J.),  1918B,  857 j 
Re  Milwaukee  E.  R.  &  L.  Co.  (Wis.),  P.  U;  R. 
1918A,  798. 

Re  Tutwiler  (Tenn.),  P.  U.  R.  1919E,  312.  j 
North  Ind.  Gas  &  El.  Co.  (Ind.),  P.  U.j  R. 
1919B,  507. 

Oregon  Gas  &  E.  Co.  (Oreg.),  P.  U.  R.  1919lt>,  9. 
Tri.  St.  Tel.  &  Teg.  Co.  (Minn.),  P.  Uj  R. 

1919C  5^  j 

O’Brien  Vp.  U.  B.  (N.  J.),  P.  U.  R.  1919B, 
865.  ! 

Chicago  R.  T.  Co.  (Ill.),  P.  U.  R.  1919A,  268.” 

! 

In  Re  Public  Service  Electric  <fb  Gas  Company,  P. 
U.  R.  1929E,  p.  17,  20,  the  New  Jersey  Board  of 
Public  Utility  Commissioners  stated  in  their  opinion 
decided  June  27,  1929 :  j 


i 
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4  ‘  On  behalf  of  the  municipalities,  Professor  Ed¬ 
ward  W.  Bemis  made  various  criticisms  and  ad¬ 
justments  of  the  value  assumed  by  Mr.  Luick  and 
found  the  rate  base  on  the  reproduction  theory  to 
be  $114,408,002.  The  annual  return  of  $8,843,869, 
under  existing  rates  affords  a  return  of  7.73  per 
cent  on  this  valuation.  The  rate  of  return  to  the 
company  found  by  Mr.  Luick  in  accordance  with 
his  valuation  is  6.25  per  cent.  It  is  not  necessary 
to  consider  the  Anderson  value,  or  to  determine 
for  the  purposes  of  this  case  the  exact  value  of 
the  company’s  property.  Whether  the  Board  uses 
the  Luick  value  or  the  Bemis  value,  the  proposed 
rates  would  not  produce  an  excessive  return  to 
the  company  and,  therefore,  no  exact  value  will  be 
found  by  the  Board;  but  for  the  purpose  of  the 
findings  and  determinations  hereinafter  set  forth, 
either  the  Bemis  .or  the  Luick  valuations  may  be 
accepted.  ’ 9 

See  also  the  following  cases  holding  the  same  as  the 
above  case: 

Re  Wood  Lake  Teleph.  Co.,  P.  U.  R.  1929D, 
276. 

Re  Schenectady  R.  Co.,  P.  U.  R.  1929D,  276. 

Re  Bloomfield  Telephone  Co.,  P.  U.  R.  1929C, 
95. 

City  of  Pittsburgh  et  al.  vs.  Equitable  Gas  Co., 
supra. 

Re  Chicago,  Aurora  &  Elgin  Railroad  Co., 
supra . 

Borth  vs.  Philadelphia  &  W.  Chester  Traction 
Co.,  supra. 

Re  Gruilford-Chester  Water  Co.,  supra. 

Re  Calais  Water  &  Power  Co.,  P.  U.  R.  1922A, 
372. 

Re  Holland  Gas  Works,  supra. 
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Trustees  of  Peekskill  vs.  Peekskill  Lighting  & 
R.  Co.,  P.  U.  R.  1925D,  593. 

Mobile  Gas  Co.  v.  Patterson,  P.  U.  R.  192kB, 
644,  293  Fed.  208.  j 

In  the  case  of  O'Brien  v.  Public  Utility  Board,  re¬ 
ported  in  92  N.  J.  L.  p.  44,  105  Atl.  132, 
P.  U.  R.  1919B  865,  decided  in  1918,  it  was  held 
that  it  is  not  necessary  that  there  be  Evi¬ 
dence  before  the  Utility  Board  of  the  value  of  a 
railway  company  where  the  justice  and  reasonable¬ 
ness  of  the  rate  proposed  can  be  determined  without 
first  ascertaining  the  value  of  the  property.  Prior 
to  that  case  there  was  no  valuation  made.  That  <pase 
was  decided  by  the  Supreme  Court  of  New  Jerjsey, 
and  affirmed  by  the  Court  of  Errors  and  Appeals, 
whose  opinion  is  also  reported  in  the  same  volume, 
92  N.  J.  L.  at  page  587 ;  106  Atl.  414. 

In  the  recent  case  before  the  Public  Utilities  Com¬ 
mission  of  New  Jersey  in  re  Public  Service  Co-Ordi¬ 
nated  Transport  application,  the  finding  for  the  Com¬ 
pany  granting  a  10  cent  cash  fare  with  ten  ticket^  for 
50  cents,  was  based  on  a  valuation  to  earn  a  1%  re¬ 
turn.  The  valuation  of  the  property  was  fixed  by 
Judge  Height,  who  was  Special  Master  in  the  Com¬ 
pany’s  application  of  1921.  There  has  been  no  valu¬ 
ation  of  the  property  since  1921,  at  least  by  the  Com¬ 
mission  or  the  Courts,  for  the  reasons  stated  iq  the 
O'Brien  case,  106  Atl.  414,  where  that  Court  held  the 
Board  of  Public  Utilities  Commissioners  of  New  Jer¬ 
sey  are  not  required  to  make  an  appraisement  and  val¬ 
uation  of  the  property  of  a  trolley  company  in  order 
to  ascertain  what  increase  in  the  rates  to  be  charged 
for  transporting  passengers  is  reasonable  to  provide 
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a  sufficient  revenue  to  meet  the  increased  cost  of  oper¬ 
ation.  Said  case  was  decided  March  3,  1919.  The 
power  of  the  Board  of  Public  Utilities  Commissioners 
to  increase  a  rate,  without  a  valuation,  was  challenged, 
and  the  Court  in  replying  to  this  stated: 

“From  time  immemorial  the  Legislature,  in 
granting  charters  to  railroad  companies,  has  fixed 
the  rates  to  be  charged  without  the  slightest  con¬ 
sideration  of  the  value  of  the  property,  because 
in  most  instances  the  property  was  not  in  exis¬ 
tence  to  be  valued  when  the  rates  were  fixed,  nor, 
so  far  as  we  know,  has  the  right  of  the  Legisla¬ 
ture  to  change  rates  by  legislation  been  success¬ 
fully  assailed  because  there  was  no  valuation  of 
the  property,  unless  it  has  been  shown  that  the 
rates  are  confiscatory  or  unreasonable,  and  what 
the  Legislature  may  do  it  may  delegate  to  its 
agent  to  do  within  the  limits  of  the  delegated 
power.  ’  ’ 

In  the  case  of  Public  Service  Ry.  Co.  v.  Board  of 
Public  Utility  Com’rs.,  276  Fed.  981,  the  rates  of  fare 
fixed  by  the  Board  of  Public  Utility  Commissioners  of 
New  Jersey  were  held  confiscatory  and  the  enforce¬ 
ment  of  the  order  enjoined.  The  value  of  the  prop¬ 
erty  of  the  utility  was  found  in  1921  and  each  year 
thereafter  it  was  annually  reported  to  the  Utility 
Board.  On  May  16,  1924,  a  permanent  injunction  was 
issued,  and  Rellstab,  District  Judge,  sitting  in  the 
United  States  District  Court  for  the  District  of  New 
Jersev  held  as  follows: 

“On  the  argument  of  the  exceptions  this  court 
expressed  the  opinion  that  the  Utility  Board’s 
valuations  of  the  plaintiff’s  properties,  used  and 
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useful  in  carrying  on  its  street  railway  business, 
were  palpably  far  below  their  true  values;  that 
the  rate  orders  based  on  such  valuations  were 
clearly  confiscatory;  and  that,  in  view  of  the 
grossly  inadequate  valuations  placed  on  such 
properties,  it  was  not  necessary  or  advisa¬ 
ble  to  determine  their  exact  valuations.  This 
opinion  was  based  on  a  careful  examination!  of 
the  testimony  underlying  the  rate  orders  and  the 
authorities  fixing  the  rule  testing  the  validity  of 
such  orders,  when  the  question  of  issuing  a  pre¬ 
liminary  injunction  was  under  consideration, 
and  the  further  investigation  made  on  the  com¬ 
ing  in  of  the  master’s  report. 

‘ 4  Since  the  argument  the  salient  parts  of  the 
record  have  again  been  read  and  the  whole  dase 
reconsidered  and  tested  by  the  points  raised  and 
relied  upon  by  counsel  on  the  argument  and  in 
the  briefs  submitted.  This  additional  examina¬ 
tion  and  consideration  has  fortified  mv  eonclu- 
sions  announced  at  the  hearing.  j 

“With  reference  to  the  conclusion  not  to  I  de¬ 
termine  the  exact  valuation  of  plaintiff’s  prop¬ 
erties,  it  should  be  said:  j 

“While  proper  valuation  lies  at  the  bas$  of 
rate-making,  it  is  not  the  only  factor  in  deter¬ 
mining  whether  a  given  rate  is  valid  or  confisca¬ 
tory.  Few  of  these  factors  can  be  given  fixity. 
At  best  the  greater  part  can  have  only  a  tem¬ 
porary  effect.  Particularly  and  strikingly  is !  this 
true  as  to  valuations  for  rate-making  purposes, 
which  must  be  determined  as  of  the  date  of  the 
rate  orders.  This  being  so,  it  follows  that  as 
such  factor  is  subject  to  frequent  and  sometimes 
radical  changes,  a  rate  of  fare  valid  at  a  given 
date  may  become  invalid  at  a  later  date,  !  and 
vice  versa.” 
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THE  COURT  DID  NOT  ERR  IN  OVER-RUXING 
THE  APPELLANTS’  MOTION  TO  DISMISS 
THE  BILL  OF  THE  WASHINGTON  RAILWAY 
&  ELECTRIC  COMPANY. 

While  counsel  fail  to  see  the  relevancy  of  the  aver¬ 
ments  of  fact  de  hors  the  Record  made  by  appellants 
on  this  subject  on  page  28  of  their  ^rief,  the  previous 
observations  herein  would  seem  to  constitute  a  com¬ 
plete  answer,  except  that  it  could  be  appropriately 
pointed  out  that  in  the  case  of  Smith  v.  Illinois  Bell 
Telephone  Company ,  75  L.  ed.  133  (cited  by  appel¬ 
lants,  page  31  of  their  brief),  neither  the  Supreme 
Court  of  the  United  States  nor  the  United  States 
District  Court  from  which  it  was  appealed,  had  such 
legislative  function  and  complete  power  of  review 
as  are  vested  in  our  courts  and  the  citation  itself 
from  that  case  shows  that  no  findings  w’ere  made  by 
the  court  below  as  to  the  value  of  the  property  and 
the  revenues  and  expenses  in  the  years  subsequent 
to  1923. 

As  to  the  value  and  the  valuation  or  valuations  of 
the  properties  of  the  Washington  Railway  &  Electric 
Company  the  Record  shows  the  following: 

(1)  The  Public  Utilities  Commission  of  the  District 
of  Columbia,  through  its  Valuation  Bureau,  in  the 
Spring  of  1914,  began  proceedings  to  first  determine 
the  fair  value  of  the  Washington  Railway  and  Elec* 
trie  Company,  its  subsidiaries,  and  other  Utilities, 
and  on  July  24,  1916,  it  served  upon  the  Washington 
Railway  and  Electric  Company  and  its  subsidiaries 
twelve  certain  bound  volumes  purporting  to  show  in 
detail  the  inventories  of  all  their  physical  properties, 
their  recorded  cost,  as  far  as  possible,  the  estimated 
costs  of  reproduction  new  as  of  July  1,  1914,  and  of 
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accrued  depreciation  and  pursuant  thereto  conducted 
hearings  thereon,  which  were  started  on  the  9th  day 
of  November,  1916,  and  the  taking  of  testimony  Icon- 
eluded  on  the  26th  day  of  February,  1919.  There¬ 
after  on  the  4th  day  of  September,  1919,  the  :said 
Commission  announced  its  opinion  and  order  desig¬ 
nated  as  4 ‘Order  No.  339,  in  Formal  Cases  48,  49 
and  50,  ’ 7  a  copy  of  which  Order  is  shown  at  R.  633. 
(See  bill  par.  3,  4,  5;  R.  128,  129  and  130.)  Thus  it 
will  be  seen  that  the  Commission  was  over  5  yeafs  in 
determining  the  first  valuation  of  the  "Washington 
Railway  and  Electric  Company  and  its  subsidiaries. 

(2)  The  proof  shows  and  the  bill  alleges  that  the 
fair  value  of  the  property,  used  and  useful  for;  the 
convenience  of  the  public,  within  the  District  of 
Columbia,  as  of  June  30,  1919,  of  the  Washington 
Railway  and  Electric  Company  and  its  then  subsid¬ 
iaries,  the  City  and  Suburban  Railway  of  Washing¬ 
ton  and  Georgetown  and  Tennallytown  Railway  Com¬ 
pany,  was  $12,777,547.63,  $2,846,973.52  and  $481,- 
846.99,  a  total  of  $16,106,368.14,  as  found  and  deter¬ 
mined  by  the  Public  Utilities  Commission  for  the  Dis¬ 
trict  of  Columbia,  but  based  upon  prices  of  anterior 
date,  to  wit,  July  1,  1914,  with  no  allowance  being 
made  for  the  greatly  enhanced  value  of  property 
between  the  years  1914  and  1919.  (See  Par.  5  of 
bill,  R.  129,  130,  and  Par.  8  of  bill  (a)  to  (d),  R.  131, 
132,  Exhibit  122,  R.  330),  although  the  evidence  in¬ 
troduced  at  these  first  proceedings  before  the  Com¬ 
mission  showed  that  the  said  properties  were  worth 
as  of  July  1,  1916,  in  excess  of  $29,656,283.62  |(See 
par.  5  of  bill,  R.  129,  130,  answer  of  W.  R.  Ei  Co. 
in  Formal  Case  205,  Exhibit  3  to  bill,  R.  147,  148), 

(3)  That  subsequently  the  Commission  in  jTor- 

j 
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mal  Case  No.  201,  page  564,  line  20,  specifically  recog¬ 
nized  the  propriety  of  adding  to  the  foregoing  fig¬ 
ures,  as  found  by  it,  the  sum  of  $126,453.31,  for  cer¬ 
tain  omissions  of  property  made  by  the  Commission, 
specified  in  Murray  Exhibit  127,  marked  Exhibit 
130B  (See  par,  8,  e,  of  bill,  R.  132). 

(4)  That  following  the  previous  practice  of  the 
Commission  the  net  additions  to  investments  in 
Washington  Railway  &  Electric  Company  property, 
within  the  District  of  Columbia,  from  June  30,  1919, 
to  December  31,  1928,  were  $2,989,908.85,  all  duly  re¬ 
ported  in  detail  from  time  to  time  to  the  Public  Util¬ 
ities  Commission,  as  required  by  law,  and  never  ex¬ 
cepted  to,  and  against  which  additions  to  capital  said 
Commission  from  time  to  time  had  authorized  the 
issuance  of  new  capital  securities.  (See  Par.  8,  f,  of 
bill,  R.  132,  Exhibit  122,  R.  330). 

(5)  That  by  deducting  the  sum  of  $11,830.91  the 
proper  amount  for  the  difference  between  the  allow¬ 
ance  for  materials,  supplies  and  working  capital  as 
of  June  30,  1919,  and  that  of  December  31,  1928,  the 
minimum  fair  value  of  the  properties  of  the  Wash¬ 
ington  Railway  &  Electric  Company,  as  of  December 
31,  1928,  predicated  upon  the  Commission’s  findings 
as  of  June  30,  1919,  was  $19,210,899.39,  without  any 
allowances  for  the  enormously  enhanced  costs  of 
materials  and  labor  accruing  between  July  1,  1914, 
and  June  30,  1919,  as  shown  in  detail  on  Exhibit  122 
and  the  evidence  introduced  before  the  Commission. 
(See  bill,  par.  8,  g,  h,  R.  133.) 

(6)  The  Commission’s  Order  No.  462,  dated  Feb¬ 
ruary  27,  1922  (Exhibit  No.  2  to  bill,  R.  66),  places 
the  valuation  of  the  Washington  Railway  and  Elec¬ 
tric  Company  at  $17,469,527.73,  as  of  December  31, 
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1921,  based  upon  the  Commission’s  findings.  The 
said  order  stating  on  pages  4  and  5  thereof : 


“The  fair  value  of  the  properties  of  the  *  *  * 
"Washington  Railway  and  Electric  Company  Sys¬ 
tem,  as  of  December  31,  1921,  was,  *  *  *,  $17,460,- 
527.73  *  *  *  based  upon  the  Commission’s  find¬ 
ings.  These  figures  included  the  net  amounts  jof 
additional  property  placed  in  service  during  1921, 
at  the  actual  cost  thereof.  In  calculating  the 
rate  of  return  earned  by  each  of  these  companies 
during  that  year,  the  weighted  average  of  the 
1921  additions  should  be  taken — not  the  full 
amount  of  such  additions.  This  would  reduce  the 
fair  value  figures  given  above  to  an  average  fair 
value  *  *  *  of  *  *  *  $17,236,409.58.”  (Stbrs 
leave  out  reference  to  Capital  Traction  C6m- 
pany.)  j 

The  said  order  then  refers  to  the  petition  of  'the 
Washington  Railway  and  Electric  Company,  in  which 
said  Company  claimed  consideration  should  be  given 
to  the  enhanced  vales  since  1914,  and  states: 

j 

“This  position  was  discussed  by  the  President 
of  the  Company  in  his  testimony,  the  claim 
being  made  that  the  cost  of  reproduction,  uiing 
the  Commission’s  basis  and  quantities  asj  of 
July  1,  1914,  and  using  the  present  costs,  shows 
that  the  property  at  this  time  would  cost  Over 
$10,110,606.57  more  than  the  figures  used  by  the 
Commission.” 

i 

(7)  The  evidence  introduced  by  Exhibit  130B,  R. 
338,  the  testimony  of  Mr.  E.  V.  Fisher,  by  consent, 
and  in  support  of  said  exhibit  prepared  by  Mr.  J.  D. 
Murray,  accountant  of  the  Public  Utilities  Cordmis- 
sion  and  received  in  evidence  in  this  Case  as  being 

i  o 
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Exhibit  127  in  Formal  Case  201,  shows  the  value  of 
the  Washington  Railway  and  Electric  Company,  as 
of  July  31,  1928,  based  on  the  Commission’s  find¬ 
ings,  to  be  $18,976,991.83,  this  being  the  weighted 
amount  as  found  by  Mr.  Murray,  the  Commission’s 
accountant,  as  heretofore  said. 

The  Act  of  Congress,  entitled,  “An  Act  to  alter 
the  personnel  of  the  Public  Utilities  Commission  of 
the  District  of  Columbia,  and  for  other  purposes,” 
approved  December  15,  1926,  expressly  recognizes 
and  perpetuates  the  continuing  validity  of  valua¬ 
tions  previously  made  in  the  following  provision: 

“Sec.  2.  The  Commissioners  of  the  Public 
Utilities  Commission  of  the  District  of  Colum¬ 
bia  in  office  upon  the  date  of  the  enactment  of 
this  Act  shall  continue  to  hold  office  and  exer¬ 
cise  the  powers  of  the  Commission  until  two  com¬ 
missioners  are  appointed  and  take  office  under 
the  provisions  of  this  Act.  This  Act  shall  not  be 
construed  (1)  to  invalidate  any  subpoena,  val¬ 
uation,  order,  rule,  regulation,  or  revocation, 
or  any  recision,  alteration,  modification,  amend¬ 
ment,  or  suspension  thereof  issued  bv  the  com¬ 
mission  prior  to  the  date  on  which  the  Commis¬ 
sioners  first  appointed  under  this  Act  take  office; 
or  (2)  to  invalidate  any  complaint  served,  or  any 
investigation,  inquiry,  or  hearing  held  or  com¬ 
menced,  or  any  determination,  or  decision  ren¬ 
dered  by  ihe  commission  prior  to  such  date;  or 
(3)  to  invalidate,  abate,  or  discontinue  any 
action,  suit,  trial,  or  proceeding  commenced  by 
or  against  such  commission  prior  to  such  date.” 

The  statement  of  facts  and  proof  as  hereinbefore 
given  shows: 

(1)  The  Commission,  by  its  Order  No.  339,  dated 
September  4,  1919,  Formal  Cases,  48,  49  and  50 


1 

I 

i 
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found  and  determined  the  fair  value  of  the  property, 
used  and  useful  for  the  convenience  of  the  public, 
within  the  District  of  Columbia,  of  the  Washington 
Railway  &  Electric  Company  and  its  then  subsidiaries, 
to  be  $16,106,368.14  as  of  June  30,  1919,  but  based 
upon  prices  of  anterior  date,  to  wit,  July  1,  1914,  with 
no  allowance  being  made  for  the  greatly  enhanced 
cost  of  labor  and  material  between  the  years  1914 
and  1919  (par.  5  of  bill,  R.  129  and  130;  and  W.jR. 
&  E.  Co.,  Exhibit  3  to  bill;  R.  145)  to  which  the  Com¬ 
mission  subsequently  added  the  sum  of  $126,453.31 
for  certain  omissions  of  property  made  by  it,  speci¬ 
fied  in  Murray  Exhibit  127  in  Formal  Case  201  (par. 
8e  of  bill;  R.  131). 

(2)  The  Commission  by  its  Order  No.  462,  dated 
February  27,  1922  (Exhibit  2  to  bill,  R.  66)  found  and 
determined  the  fair  value  of  the  property  used  jand 
useful  for  the  convenience  of  the  public,  within  the 
District  of  Columbia  of  the  Washington  Railway  & 
Electric  Company,  and  its  then  subsidiaries,  based 
upon  its  Order  No.  339,  to  be  $17,469,527.73,  as  of 
December  31,  1921,  with  no  allowance  being  made 
for  the  greatly  enhanced  cost  of  labor  and  materials 
between  1914  and  1919  and  in  said  Order,  page  6, 
made  reference  to  the  testimony  of  the  President  of 
the  Company  who  claimed  that  the  cost  of  reproduc¬ 
tion,  using  the  Commission’s  basis  and  quantities 
as  of  July  1,  1914,  and  using  the  present  costs  (1922) 
showed  that  the  property  at  that  time  (1922)  would 
cost  over  $10,110,606.57  more  than  the  figures  used  by 
the  Commission  which  would  have  made  the!  fair 
value  of  the  Washington  Railway  &  Electric  Com¬ 
pany’s  properties  within  the  District  of  Columbia, 
$27,580,134.30  as  of  that  time. 
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Further,  if  we  apply  to  the  1914  property  of  the 
Washington  Railway  &  Electric  Company  and  its 
then  subsidiaries  the  enhanced  values  as  accepted  by 
the  court  in  this  case  for  comparable  property  of  the 
Capital  Traction  Company,  with  retirements  of  1914 
property  deducted  at  similarly  enhanced  figures,  the 
fair  value  of  the  Washington  Railway  &  Electric 
Company  as  of  December  31,  1928,  would  be  in  excess 
of  $31,000,000. 

(3)  The  Commission’s  Accountant,  Mr.  J.  D.  Mur¬ 
ray,  by  his  Exhibit  127,  in  Formal  Case  201  (Exhibit 
130B,  R.  338)  shows  the  fair  value  of  the  property, 
used  and  useful  for  the  convenience  of  the  public  with¬ 
in  the  District  of  Columbia,  of  the  Washington  Rail¬ 
way  &  Electric  Company  and  its  subsidiaries,  based 
upon  the  Commission’s  previous  findings,  to  be  $18,- 
976,991.83  as  of  July  31,  1928,  this  being  a  weighted 
amount. 

(4)  The  Washington  Railway  &  Electric  Company 
made  it  clearly  known  to  the  Commission,  at  the  hear¬ 
ing  in  this  case,  now  appealed  from,  that  for  the  pur¬ 
poses  thereof  it  was  willing  to  accept  the  Commis¬ 
sion’s  own  findings  as  above  stated,  but  in  accepting 
the  same  in  this  case  it  did  so  without  waiver  or 

i 

prejudice  to  any  of  its  rights  or  claims  to  a  higher 
valuation,  which  under  all  the  evidence  and  the  law 
it  is  justly  entitled  to,  especially  if  the  enhanced 
value  of  labor  and  materials  between  the  years  of 
1914  and  1919  be  added  thereto.  (Exhibit  3  to  bill; 
R.  145) 

The  Public  Utilities  Commission  has  alwavs,  until 
now,  recognized  its  previous  valuations  and  orders 
and  has  always  held,  until  now,  its  previous  valuations 
were  of  fixed  character  and  that  they  were  binding  on 
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everyone  until  modified,  or  set  aside  by  action  of  the 
Courts,  or  until  determination  of  any  appeal  there¬ 
from,  and  that  they  should  be  built  up,  or  brought 
down  to  date  in  the  manner  followed  at  the  present 
time  by  adding  the  net  additions  to  capital  to  the  last 
found  and  determined  value.  This  clearly  appears 
from  the  opinion  of  the  Commission  in  Formal  Case 
No.  109,  Order  No.  462  (Exhibit  No.  2  to  bill;  R.  66) 
where  the  Commission  found  and  determined  the  fair 
value  of  the  Washington  Railway  &  Electric  Company 
to  be  $17,469,527.73  as  of  December  31,  1921,  based 
upon  the  Commission’s  previous  findings,  including 
the  net  amount  of  additional  property  at  actual  cost 
thereof.  j 

i 

I 

j 

Existing  Valuations  Are  Admissible  in  Evidence  in 
Judicial  Proceedings  and  Must  be  Accorded  Due 
Weight.  | 

In  directing  the  Commission  to  investigate  the  prop¬ 
erties  in  question,  Congress  prescribed  in  detail  the 
subjects  on  which  findings  should  be  made.  Every 
party  in  interest  is  therefore  entitled  to  have  and  use 
this  evidence.  Even  in  the  absence  of  the  existing 
statute  just  quoted  the  existing  valuations  of  the  Com¬ 
mission  would  be  admissible  in  evidence  in  judicial 
proceedings.  United  States  vs.  Los  Angeles  j  Salt 

Lake  Railroad  Company ,  273  U.  S.  310,  71  L.  EdJ  656. 

| 

Duty  of  Commission. 

The  present  Public  Utilities  Commission  disre¬ 
garded  the  limitations  placed  upon  it  by  the  said  Act 
of  Congress,  approved  December  15,  1926,  reading: 
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“This  Act  shall  not  be  construed  (1)  to  invali¬ 
date  any  subpoena,  valuation,  order,  rule,  regu¬ 
lation,  or  revocation,  or  any  recision,  alteration, 
modification,  amendment,  or  suspension  thereof 
issued  by  the  commission  prior  to  the  date  on 
which  the  commissioners  first  appointed  under 
this  Act  take  office;  or  (2)  to  invalidate  any  com¬ 
plaint  served,  or  any  investigation,  inquiry,  or 
hearing  held  or  commenced,  or  any  determination, 
or  decision  rendered  by  the  commission  prior  to 
such  date;  or  (3)  to  invalidate,  abate,  or  discon¬ 
tinue  any  action,  suit,  trial,  or  proceeding  com¬ 
menced  by  or  against  such  commission  prior  to 
such  date.” 

and  disregarded  the  former  approved  method  of  the 
Public  Utilities  Commission,  as  aforesaid,  for  bring¬ 
ing  a  valuation  up  to  date  and  so  recognized  and 
approved  in  a  number  of  cases  by  the  Supreme  Court 
of  the  United  States. 

In  Missouri  Ex.  Rel.  S.  W.  Bell  T.  Co.  vs.  Public 
Service  Commission ,  262  U.  S.  276,  67  L.  Ed.  981,  the 
Court  in  its  opinion  stated: 

“The  three  earlier  valuations  to  which  the 

i 

Commission  referred  are:  St.  Louis,  December, 
1913,  $8,500,000;  Caruthersville,  February,  1914, 
$25,000 ;  Springfield,  September  1916,  $815,000 ; 
total,  $9,340,000.  Between  those  dates  and  June 
30,  1919,  additions  were  made  to  these  properties 
which  cost,  respectively,  $1,623,765;  $5,992,  and 
$34,141;  adding  these  to  the  original  valuations 
gives  $11,003,898,  the  base  sum  used  by  the  com¬ 
mission  for  the  estimates  now  under  considera¬ 
tion. 

“Obviously  the  Commission  undertook  to  value 
the  property  without  according  any  weight  to 
the  greatly  enhanced  costs  of  material,  labor, 
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supplies,  etc.,  over  those  prevailing  in  1913,  1914, 
and  1916.  As  matter  of  common  knowledge,  these 
increases  were  large.  Competent  witnesses!  es¬ 
timated  them  at  45  to  50  per  centum.  ’  ’ 

Thus  it  would  seem  to  clearly  appear  that  the  pres¬ 
ent  Commissioners  have  entirely  disregarded  their 
definite  duty  and  limitations  imposed  upon  therq.  by 
Congress  and  by  law,  as  indicated  by  the  Supreme 
Court  of  the  United  States  in  its  recent  opinion  ini  the 
case  of  St.  Louis  &  O’ Fallon  R.  Co.  vs.  United  Stdtes, 
279  U.  S.  461,  73  L.  Ed.  798,  wherein  the  Court  vqiced 
its  approval  of  the  minority  opinion  of  the  Compais- 
sion,  as  written  by  Commissioner  Hall.  Mr.  Justice 
McReynolds,  in  his  opinion  for  the  Court  stating: 

i  # 

“In  the  exercise  of  its  proper  function  I  this 
Court  has  declared  the  law  of  the  land  concerning 
valuations  for  rate-making  purposes.  The  Com¬ 
mission  disregarded  the  approved  rule  andj  has 
thereby  failed  to  discharge  the  definite  duty}  im¬ 
posed  by  Congress.  Unfortunately,  proper  heed 
was  denied  the  timely  admonition  of  the  minor¬ 
ity;  ‘The  function  of  this  Commission  is  not  to 
act  as  an  arbiter  in  economics,  but  as  an  agency 
of  Congress,  to  apply  the  law  of  the  land  to 
facts  developed  of  record  in  matters  committed 
by  Congress  to  our  jurisdiction.’  ” 

j 

j 

Furthermore  the  Court  of  Appeals  of  the  District 
of  Columbia  has  clearly  expressed  its  opinion  as  to 
the  definite  duties  of  the  Commission  in  this  respect. 

In  Potomac  Electric  Power  Co.  vs.  Public  Utilities 
Commission,  supra,  the  Court  in  its  opinion  stated: 

“It  may  be  suggested,  although  the  poinf  was 
not  raised  in  the  opinion  of  the  Commission;  that 
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practical  difficulties  would  have  been  encountered 
in  an  attempt  to  ascertain  the  increase  in  value 
of  the  property,  between  July  1,  1914,  and  De¬ 
cember  31,  1916.  But  there  was  substantial  evi¬ 
dence  before  the  Commission  as  to  the  rise  in 
values,  and  a  brief  investigation  would  have  en¬ 
abled  the  Commission  to  determine,  with  sub¬ 
stantial  accuracy,  how  much  in  fairness  should 
be  added  to  the  earlier  valuation.” 

In  the  present  case  the  record  and  evidence  would 

seem  to  indicate  that  the  Commission  has  again  failed 

to  meet  the  duty  emphasized  and  enjoined  by  the 

Court  of  Appeals  in  its  foregoing  opinion  for  the 

same  reasons  as  stated  by  the  Court  of  Appeals.  The 

record  certainlv  shows  that  there  was  substantial 

* 

evidence  before  the  Commission,  the  books  of  the 
Company  and  all  Company  records  were  open  to  it, 
all  previous  findings  and  determinations  of  the  Com¬ 
mission  were  before  it,  the  accounting  methods  of  the 
Washington  Railway  &  Electric  Company  were  shown 
and  have  at  all  times  been  known  by  the  Commission 
and  subject  to  |  any  lawful  or  reasonable  change  it 
might  have  been  justified  in  ordering.  Furthermore, 
all  of  the  reports  of  the  said  Company,  which  under 
the  law  it  is  required  to  make,  were  and  have  been 
filed  with  the  Commission  and,  as  stated  in  the  bill 
filed  herein,  paragraph  8,  f,  R.  133,  all  the  net  addi¬ 
tions  to  investments  from  June  30,  1919,  to  December 
31,  1928,  aggregating  $2,989,980.95  were  duly  re¬ 
ported  in  detail  from  time  to  time  to  the  Public 
Utilities  Commission,  as  required  by  law,  and  never 
excepted  to,  and  against  which  additions  to  capital 
said  Commission  from  time  to  time  had  authorized 
the  issuance  of  new  capital  securities. 
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The  Commission  had  ample  evidence  before  it,  and 
within  its  own  records,  to  definitely  determine  that 
the  property  of  the  Washington  Railway  &  Electric 
Company  was  being,  and  for  a  long  time  had  been, 
confiscated  by  reason  of  an  insufficient  rate  of  fare, 
and  a  brief  investigation  would  have  enabled  the 
Commission  to  determine,  with  substantial  accuracy, 
how  much  in  fairness  should  be  added  to  the  earlier 
valuation  in  order  that  they  could  arrive  at  a  tnini- 
mum  fair  value  of  its  property. 

Therefore,  the  Washington  Railway  &  Electric 
Company  says  that  the  averments  of  the  Confinis- 
sion,  as  to  accounting,  depreciation  and  abandon¬ 
ments,  as  stated  in  its  answer  are  not  only  untenable, 
but  remain  unsupported.  The  Commission  admitis  the 
price  levels  are  above  those  of  1914  and  it  is  unable 
to  point  out  to  what  extent,  if  any,  the  price  levels 
of  other  years  are  materially  affected. 

The  Supreme  Court  of  the  United  States  inj  Mc- 
Cardle  vs.  Indianapolis  Water  Co.,  supra,  in  its  opin¬ 
ion  stated: 

i  ‘  Moreover,  there  is  nothing  in  the  record  to 
indicate  that  the  prices  prevailing  at  the  effec¬ 
tive  date  of  the  rate  order  were  likely  to  decline 
within  a  reasonable  time — one,  two,  or  three 
years — to  the  level  of  the  average  in  the  ten 
years  ending  with  1923.  And  we  may  take! judi¬ 
cial  notice  of  the  fact  that  there  has  been  no  sub¬ 
stantial  general  decline  in  the  prices  of  labor  and 
materials  since  that  time.  The  trend  has  been 
upward  rather  than  downward.” 

In  Missouri  ex  rel.  S.  W.  Bell  T.  Co.  vs.  Public  Ser¬ 
vice  Commission,  supra,  the  Court  in  its  opinion 
stated : 
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“Obviously,  the  commission  undertook  to  value 
the  property  without  according  any  weight  to  the 
greatly  enhanced  costs  of  material,  labor,  sup¬ 
plies,  etc.^  over  those  prevailing  in  1913,  1914, 
and  1916.  As  matter  of  common  knowledge,  these 
increases  were  large.  Competent  witnesses  es¬ 
timated  them  as  45  to  50  per  centum.’ ’ 

The  said  valuation  which  the  Washington  Railway 
&  Electric  Company  has  signified  its  intention  to  ac¬ 
cept  for  the  purposes  of  this  case,  and  as  found  and 
determined  by  the  Commission,  are  based  upon  prices 
as  of  1914,  as  hereinbefore  said,  with  no  considera¬ 
tion  given  to  the  increased  cost  of  labor  and  mate¬ 
rial  between  1914  and  1919. 

The  opinion  of  the  Supreme  Court  last  cited  con¬ 
tinues  by  stating: 

“There  is  nothing  to  indicate  bad  faith.  So 
far  as  appears,  plaintiff  in  error’s  board  of  direc¬ 
tors  has  exercised  a  proper  discretion  about  this 
matter  requiring  business  judgment.  It  must 
never  be  forgotten  that  while  the  state  may  reg¬ 
ulate,  with  a  view  to  enforcing  reasonable  rates 
and  charges,  it  is  not  the  owner  of  the  property 
of  public  utility  companies,  and  is  not  clothed 
with  the  general  power  of  management  incident 
to  ownership.  The  applicable  general  rule  is  well 
expressed  in  State  Public  Utilities  Commission 
ex  rel,  Springfield  vs.  Springfield  Gas  &  E.  Co., 
291  Ill.  209,  234,  P.  U.  R.  1920C,  125  N.  E.  891 : 

“  ‘The  commission  is  not  the  financial  manager 
of  the  corporation,  and  it  is  not  empowered  to 
substitute  its  judgment  for  that  of  the  directors 
of  the  corporation ;  nor  can  it  ignore  items 
charged  by  the  utility  as  operating  expenses  un¬ 
less  there  is  an  abuse  of  discretion  in  that  regard 
by  the  corporate  officers.’  ” 
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If  there  is  any  possible  justification  for  the  said 
averments  of  the  Commission,  made  in  its  answer, 
and  we  claim  there  is  not,  they  come  too  late  and 
with  poor  grace  for  all  of  the  matters  therein  referred 
to  are  raised  for  the  first  time,  they  were  not  even 
challenged  in  formal  case  201,  exhibit  127,  (herein 
Exhibit  130B;  R.  338),  which  shows  the  fair  value  of 
the  Washington  Railway  &  Electric  Company  as  of 
July  31,  1928,  as  found  by  the  Commission’s  accoun¬ 
tant.  | 

In  United  Railway  &  Electric  Company  of  Balti¬ 
more  vs.  Public  Service  Commission ,  supra ,  the  Coiirt 
In  its  opinion  stated:  j 

i 

j 

“The  present  value  of  the  property  used  was 
fixed  by  the  commission  at  $75,000,000  and  this 
amount  was  accepted  without  question  by  both 
parties  in  the  State  Circuit  Court  and  in  |the 
Court  of  Appeals.  Included  in  this  valuation  is 
$5,000,000  for  easements  in  the  streets  of  Balti¬ 
more.  The  Court  of  Appeals  had  held  in  another 
and  earlier  case,  Miles  vs.  Pub.  Sen’.  Coifim., 
151  Md.  337,  that  the  easements  constituted  an 
interest  in  real  estate  and  that  in  making  up;  the 
rate  base  their  value  should  be  included.  The 
commission  in  the  present  case,  accordingly,'  in¬ 
cluded  the  amount  in  the  valuation  and  made  no 
attack  upon  the  item  in  the  Courts  below,  where 
it  passed  as  a  matter  not  in  dispute.  The  item  is 
now  challenged  by  counsel  for  the  commission 
in  this  Court,  and  other  objections  to  the  valua¬ 
tion  are  suggested,  likewise  for  the  first  time. 
We  do  not  find  it  necessary  to  consider  this  chal¬ 
lenge  or  these  objections  for,  if  they  ever  (pos¬ 
sessed  substance,  they  come  too  late.  In  the;  fur¬ 
ther  consideration  of  the  case,  therefore,  we  ac¬ 
cept  for  all  purposes  the  valuation  of  $75,000,000, 


I 
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as  it  was  accepted  and  acted  upon  by  parties., 
commission  and  Courts  below.  ’ ’ 

The  learned  Lower  Court  in  its  findings  stated: 

“I  think  that  these  valuations  are  intended  as 
standards  and  bases  upon  which  subsequent  val¬ 
uations  can  be  made  taking  into  consideration 
subsequent  changes,  certainly  for  a  reasonable 
time  unless  a  sufficient  cause  be  shown  for  a  new 
valuation.!  But  here  none  was  ordered.7 ’  (Kec. 
p.  170)  *  *  * 

“As  to  the  Washington  Railway  and  Electric 
Company  the  company  claims  that  there  should 
be  added  to  the  valuation  of  June  30,  1919,  $16,- 
106,368.14,  the  sum  of  $2,989,908.85,  which  with 
certain  deductions  would  total  $19,210,899.33. 
That  there  have  been  net  additions  there  is  no 
doubt;  but  taking  the  Commission’s  valuation  of 
December  31,  1921,  $17,236,409.58,  the  income  for 
the  year  1928,  $816,196.43,  would  produce  a  re¬ 
turn  of  4.73  per  cent  on  this  valuation.” 

Thus  the  Court  below  found  and  correctly  stated 
that  it  was  not  necessary  to  adopt  the  Washington 
Railway  &  Electric  Company’s  contention  but  that 
relying  entirely  upon  the  Commission’s  own  inade¬ 
quate  valuation  as  of  December  31,  1921,  to  which  no 
doubt  there  has  been  net  additions,  the  said  Railway 
would  only  receive  a  return  of  4.73  per  cent  for  the 
year  1928. 

Under  these  facts  the  Commission’s  appeal  to  this 
Honorable  Court  certainly  can  not  be  taken  very 
seriously,  but  to  the  contrary  it  would  clearly  seem 
to  be  another  unjustifiable  expense  to  both  the  public 
and  the  Railways. 


I 
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VALUE  OF  THE  CAPITAL  TRACTION  COMPANY. 

The  Commission  in  the  Order  appealed  from  (No. 
807;  R.  97)  states,  in  assigning  reasons  for  the  denial 
of  the  application,  that: 

“The  Capital  Company  claimed  that  the  If  air 
value  of  its  properties  used  and  useful  in1  the 
public  service  was  not  less  than  $26,080,144.72. 
It  arrived  at  this  amount  by  adding  to  the  value 
fixed  by  the  Court  of  Appeals  of  the  District  of 
Columbia  as  of  January  1,  1925,  claimed  net  costs 
of  additions  and  betterments  from  that  date  to 
January  1,  1929.  It  offered  certain  cost  indices 
published  by  the  National  Electric  Railway  Asso¬ 
ciation  purporting  to  show  unit  price  trends  over 
a  period  of  years.  It  produced  no  inventory  as 
of  1929;  made  no  detailed  showing  as  to  the  phy¬ 
sical  condition  of  its  properties;  and  submitted 
no  other  evidence  as  to  the  reproduction  cost  new , 
or  less  depreciation ,  the  recorded  money  outlay, 
or  the  original  cost  to  date,  as  of  1929.” 

i 

j 

This  statement  to  the  effect  that  the  value  ($26,- 
080,144.72)  was  arrived  at  by  adding  to  the  vhlues 
fixed  by  the  Court  of  Appeals  the  cost  of  net  addi¬ 
tions  and  betterments  and  that  no  other  evidence  as 
to  reproduction  cost  was  submitted  is  entirely  without 
foundation  as  will  clearly  appear  from  reference  to 
exhibits  of  The  Capital  Traction  Company  numbers 
28  and  29,  and  the  testimony  of  Hr.  Hanna  at  plages 
433  to  437  of  the  Record,  and  the  tabulation  herein 
compiled  therefrom. 

i 

i 

Adjustments. 

It  further  clearly  appears  that  the  valuation 
of  $26,080,144.72,  which  was  arrived  at  by  add¬ 
ing  net  costs  of  additions  and  betterments  from 
January  1,  1925,  the  date  of  the  valuation  by 


! 


i 
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the  Court  of  Appeals,  to  January  1,  1929,  was  cor¬ 
rected  to  shoiv  the  effect  of  changes  in  price  levels 
between  January  1,  1925 y  and  January  1,  1929,  such 
correetions  resulting  in  a  deduction  of  some  $40,000 
(correct  figure  is  $20,892) — an  infinitesimal  and  neg¬ 
ligible  quantity.  This  proof  showed  in  detail  the 
method  by  which  the  valuation  of  January  1,  1925, 
by  the  Court,  of  Appeals  was  brought  up  to  date 
(December  31,  1928)  precisely  in  the  manner  approved 
and  adopted  by  that  decree  (R.  436) ;  that  is 

“That  he  has  adjusted  the  1928  value  of 
$26,080,000  to  conform  to  prices  current  as  of 
December  31,  1928,  which  resulted  in  a  deduction 
of  some  $40,000”  ($20,892). 

In  other  words  the  net  additions  and  deductions  of 
property  from  1925  to  1929  at  their  actual  cost  would 
show  a  value  as  of  January  1,  1929,  of  $26,080,144.72, 
whereas  the  value  of  the  physical  property  in  the 
1925  value,  corrected  by  changes  in  price  levels  of 
such  property  between  1925  and  1929  to  show  the 
reproduction  value  of  such  physical  property  as  of 
January  1,  11)29,  with  additions  and  deductions  of 
property  between  1925  and  1929  (not  at  the  cost  of 
such  property  but  at  its  reproduction  value  as  of  Jan¬ 
uary  1,  1929),  would  show  a  reproduction  of  some 
$40,000  ($20,892)  as  compared  with  the  1925  valuation 
with  additions  and  deductions  since  then  at  cost  (tabu¬ 
lation  page  67). 

Before  making  such  adjustments  for  changes  in 
price  levels  or  corrections  for  errors  in  accounting 
the  Record  showed  the  fair  value  of  The  Capital 
Traction  Company  to  be  $26,080,144  as  developed  by 
the  tabulation  opposite. 
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FAIR  VALUE  OF  THE  CAPITAL  TRACTION  COMPANY,  DEVELOPED  FROM  ANALYSIS  OF  RECORD 
Including  Capital  Traction  Company  Exhibits,  Murray  Exhibits,  and  Records  in  the  Office  of  the  Public  Utilities  Commission  of  which  the  Commission  took  Judicial  Notice 


FAIR  VALUE  January  1st . 

DEDUCT — Materials  and  Supplies 
Working  Capital . 


$125,688 

256,151 


Add — Gross  Additions  at  Cost: 

Track . 

Cables  and  Ducts . 

Buildings . 

Power  and  Sub  Station  Equipment. . . . 

Rolling  Stock,  Including  Buses . 

Miscellaneous  Equipment . 

Land . 

Franchise  Purchased . 

Total  Gross  Additions  at  Cost . 


Year  1925 
$25,756,880 

•  381,839 

25,375,041 

172,401 

47,439 

22,008 

272 

82,185 

10,256 

8,360 

12,100 

355,021 


$123,420 

259,174 


Year  1926 
$25,929,507 

382,594 

25,546,913 

145,735 

29,096 

4,178 

2,192 

32,541 

10,101 

3,071 

226,914 


$  97,817 
258,346 


Year  1927 
$25,901,047 

356,163 

25,544,884 

215,844 

. 39 j 546 

. 89425 

20,512 

365,027 


$104,508 

258,298 


Year  19281 
$26,005,526 

362,806 

25,642,720 

103,714 

i 

. ii*37|i 

. 60417 

4>4^ 

. j# 

180, 6§6 


Deduct — Retirements  at  Fair  Value: 

Per  Cent 

Per  Cent 

Per  Cent 

Per  Cent 

i 

(On  Hand  July  1,  1914)  Cost 

Increase 

Cost  Increase 

Cost 

Increase 

Cost 

Increase 

i 

Track .  $92,726 

Cables  and  Ducts .  1 , 055 

Buildings . . 

Power  and  Sub  Station  Equipment . 

Miscellaneous  Equipment .  618 

Klingle  Bridge  Structure . 

(Acquired  After  July  1,  1914) 

Cables  and  Ducts . 

Rolling  Stock,  Including  Buses . 

Miscellaneous  Equipment .  2,001 

Total  Retirements  at  Fair  V alue.  .  96 , 400 

Net — Additions  Minus  Retirements: 

ADD — Materials  and  Supplies . 

Working  Capital . 


92% 

75 


178,035  $111,279 
1,846  1,533 


1,846 

i’,267 


92% 

75 


213,657  $115,185 
2,682  . 


92% 


221,155 


$25,980 

i  ^062 


92% 

oi’" 


1,519 


FAIR  VALUE  December  31st . 

Cents  omitted:  amounts  adjusted  to  next  dollar. 


2,001 

183,149 

171,872 

123,420 

259,174 

$25,929,507 


1,100 

125 

8,870 


2,079 

256 

8,870 


9,415 

1,198 

472 

124,638 


9,415 

1,198 

472 


27,981 

6,850 


27,981 

6,850 


17,322 

10,976 


(Credit) 


228,943  160,111 

2,029 

97,817 

258,346 


$25,901,047 


267,191  55,340 

97,836 

104,508 

258,298 

$26,005,526 


49,8§1 

>••••<[• 

2,0?8 


17,322 

10,976 

80,2^7 

100,479 

82,363 

254,582 

= - :b= 

$26,080,144 


ADJUSTMENTS  IN  FAIR  VALUE  OF  THE  CAPITAL  TRACTION  COMPANY 
Derived  from  Testimony  in  the  Record  of  Case  No.  205  of  the  Public  Utilities  Commission. 

In  the  course  of  the  hearing  in  the  above  mentioned  case,  the  Commission  questioned  a  number  of  items 
included  in  fair  value,  some  of  which  were  admitted  by  the  Company  to  pertain  to  property  other  than  that 
used  and  useful  to  electric  railway  operations  within  the  District  of  Columbia,  and  others  to  errors  in  accounting; 
the  items  so  questioned,  and  admitted,  occurring  within  the  4-year  period  from  1925  to  1928  inclusive,  are 
as  follows: 

Table  No.  1 


Transcript 

Page 

267 

903 

84S 

217 

888 

914 


Year 

Item 

Class  of  Property 

Addition  Deduction 

Net 

Deduction 

1925 

Bus  franchise 

Franchise 

$ .  $12,100.00 

1925 

License  tags 

Rolling  stock 

.  6.00 

1927 

Track  labor 

Track 

.  3,382.14 

1928 

Weed  sprinkler  car 

Miscellaneous  equipment 

.  134.82 

1928 

Track  material 

Track 

.  95.00 

1928 

Sprinkler  tank 

Buildings 

1,500.00  . 

Totals  $1,500.00  $15,717.96  $14,217.96 

■  - 

Evidence  with  respect  to  the  total  amount  of  GROSS  ADDITIONS  and  RETIREMENTS  by  years  from 
January  1,  1925  to  December  31,  1928  is  found  on  pages  127  to  129  of  the  transcript  in  Formal  Case  No. 
205.  Gross  additions  and  retirements  at  cost  each  year  are  given  in  detail  by  classes  of  property  in 
reports  filed  annually  with  the  Public  Utilities  Commission.  The  percentages  used  by  the  Company  in  trans¬ 
lating  retirements  from  cost  to  fair  value  are  given  in  pages  130  and  131  of  the  transcript  in  the  aforemen¬ 
tioned  case,  and  are  also  shown  on  Murray  Exhibit  No.  112. 

The  amount  of  GROSS  ADDITIONS  by  years  as  given  in  the  record  and  referred  to  above,  is  shown  in 
the  following  table,  which  also  shows  the  above  adjustments  which  the  Company  admits  might  properly  be 
made,  and  the  result  after  applying  these  adjustments. 


Table  No.  2 


Gross  Additions 

Adjustments 

Gross  Additions 

Year 

Page  127  Transcript 

From  Above 

After 

In  Case  205 

Table 

Adjustments 

1925 

$355,020.95 

$12,106.00 

$342,914.95 

1926 

226,914.53 

226,914.53 

1927 

365,026.97 

3,382.14 

361,644.83 

1928 

180,686.42 

1,270.18* 

181,956.60 

Totals 

$1,127,648.87 

$14,217.96 

$1,113,430.91 

*  Addition. 


The  following  tabulation  is  made  from  reports  showing  additions  and  betterments,  and  retirements,  filed 
annually  with  the  Public  Utilities  Commission.  In  this  table,  the  GROSS  ADDITIONS  after  making  the 
above  ADJUSTMENTS,  are  given  by  classes  of  property  acquired. 


Table  No.  3 


Track . 

Cables  and  ducts . 

Year  1925 

$172,400.67 

47,438.60 

22,008.48 

272.23 

Year  1926 

$145,734.59 

29,095.88 

4,178.06 

2,192.38 

32,541.13 

10,101.58 

Year  1927 
$212,461.31 

Year  1928 
$103,619.46 

Totals 

$  634,216.03 
76,534.48 

Buildings . 

Power  and  Sub  Station  equipment 

Rolling  Stock  and  Buses . 

Miscellaneous  Equipment . 

39,546.24 

12,870.56 

78,603.34 

2,464.61 

82,178.71 

10,255.79 

89,125.01 

20,512.27 

60,717.34 

4,299.33 

264,562.19 

45,168.97 

Total  Excluding  Land . 

Land . 

334,554.48 

8,360.47 

223,843.62 

3,070.91 

361,644.83 

181,506.69 

449.91 

1,101,549.62 

11,881.29 

Total  Including  Land . 

$342,914.95 

$226,914.53 

$361,644.83 

$181,956.60 

$1,113,430.91 

ADJUSTMENTS  IN  FAIR  VALUE  OF  THE  CAPITAL  TRACTION  COMPANY,  (< Continued ) 
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Property  Retirement  Adjustment: 

One  of  the  adjustments  in  Gross  Additions  was  incident  to  the  renewal  of  a  Sprinkler  Tank  erroneously  charged  ter  operating  expenses  in  1928.  In  connection  with  this  adjustment  of 
Gross  Additions,  it  is  necessary  to  make  a  complementary  adjustment  in  Retirements  in  order  to  reduce  our  Fair  Value  by  the  value  of  the  Sprinkler  Tank  retired.  This  adjustment  increases 
the  “Building”  retirements  for  the  year  1928  by  the  amount  of  $1,400.89,  with  a  corresponding  change  in  the  total  Retirements  for  that  year. 

i 

Property  Retirements  After  Adjustment: 

The  following  statement  of  Retirements  includes  the  adjustment  referred  to  in  the  preceding  paragraph,  cents  being  omitted  and  the  amounts  adjusted  to  the  next  dollar.  Itj  shows  the 
method  used  and  the  percentages  applied  to  the  COST  of  retirements  in  order  to  adjust  to  FAIR  VALUE.  The  cost  figures  were  obtained  from  the  reports  made  annually  tojthe  Public 
Utilities  Commission,  showing  additions,  betterments  and  retirements,  previously  referred  to.  The  amounts  given  for  retirements  in  the  various  classes  of  property  for  the  years  1925,  1926 
and  1927,  correspond  with  those  given  in  Murray  Exhibit  No.  112,  which  includes  only  those  three  years. 


Table  No.  4 


Year  1925 

Year  1926 

Year  1927 

Year  1928 

Totals  for 

4  Years 

Per  Cent 

Fair 

Per  Cent 

Fair 

Per  Cent 

Fair 

Per  Cent 

Fair 

Fair 

(On  Hand  July  1,  1914) 

Cost 

Increase 

Value 

Cost 

Increase 

Value 

Cost 

Increase 

Value 

Cost 

Increase 

Value 

Cost 

Value 

Track . 

$92,726 

92% 

$178,035 

$111,279 

92% 

$213,657 

$115, 1S5 

92% 

$221,155 

$25,980 

92% 

$49,881 

$345,170 

$662,728 

Cables  and  Ducts . 

1,055 

75 

1,846 

1,533 

75 

2,682 

2,588 

4,528 

Buildings . 

1,795 

91 

3,429 

1,795 

3,429 

Power  and  Sub  Station  Equipment 

1,100 

S9 

2,079 

1,100 

2,079 

Miscellaneous  Equipment . 

618 

105 

1,267 

741 

105 

1,519 

125 

105 

256 

1,484 

3,042 

Klingle  Bridge  Structure . 

8,870 

0 

8,870 

8,870 

8,870 

(Acquired  After  July  1,  1914) 

Cables  and  Ducts . 

9,415 

0 

9,415 

9,415 

9,415 

Rolling  Stock,  Including  Buses. . . . 

1 , 198 

0 

1 , 198 

27,981 

0 

27,981 

17,322 

0 

17,322 

46,501 

46,501 

Miscellaneous  Equipment . 

2,001 

0 

2,001 

472 

0 

472 

6,850 

0 

6,850 

10,976 

0 

10,976 

20,299 

20,299 

Total  Retirements . 

$96,400 

$183,149 

$124,6:38 

$228,943 

$160,111 

$267,191 

$56,073 

$81,608 

$437,222 

$760,891 

Changes  in  Price  Levels: 

Evidence  of  changes  in  PRICE  LEVELS  between  January  1,  1925  and  December  31, 1928  was  introduced  in  Exhibit  No.  28  of  Formal  Case  No.  205,  being  testified  to  in  pages  589  et  seq. 
of  the  transcript  in  that  case.  The  index  numbers  testified  to,  together  with  the  percentage  variation  of  each  period  from  the  index  number  of  December  1928,  is  shown  in  the  following 
table:  I 


Index  Numbers  Given  in  Testimony 


Index  number  January,  1925 . 

Index  numl)cr  for  average  of  Year  1925 
Index  number  for  average  of  Year  1926 
Index  number  for  average  of  Year  1927 
Index  number  for  average  of  Year  1928 
Index  number  for  December,  1928 . 


Indicated  Change  in  Price  Levels 
Between  Each  Period  and  December  1928 


Y 

Index  Number  for 

Per  Cent  Change 

December,  1928 

Increase 

Decrease 

205.3 

205.1 

0.2 

0.0974%  DECREASE 

202.4 

205.1 

2.7 

1.3340%  Increase 

202.6 

205.1 

2.5 

1.2340%  Increase 

201.1 

205.1 

4.0 

1.9891%  Increase 

203.1 

205.1 

2.0 

•  •  • 

0.9847%  Increase 

205.1 

205.1 

•  •  ■ 

•  •  • 

Testimony  was  given  that  such  PRICE  CHANGES  would  not  apply  to  certain  items  of  property  which  were  included  at  cost,  and  others,  (page  597  of  transcript  in  Case  No.  205), 
including  land,  the  Grace  Street  buildings  and  improvements,  preorganization  expenses,  preliminary  operation  expenses,  and  “certain  rights  of  way  expenditures  and  development  costs  allowed 
by  the  Commission  and  not  questioned  by  the  Plaintiff,  $1,946,281”  (page  160  of  record  in  case  No.  4412,  Court  of  Appeals  of  the  District  of  Columbia.) 


ADJUSTMENTS  IN  FAIR  VALUE  OF  THE  CAPITAL  TRACTION  COMPANY,  ( Continued ) 

Development  of  Fair  Value  with  Adjustments  for  Admitted  Items  and  for  Changes  in  Price  Levels: 

Starting  with  the  value  found  by  the  Court  of  Appeals  of  the  District  of  Columbia  in  Case  No.  4412,  as  of  January  1,  1925 .  $25,756,880 

And  deducting  $125,688  for  Materials  and  Supplies,  and  $256,151  for  Working  Capital,  a  total  of .  381,839 


Leaves  a  balance  representing  Fair  Value  of  the  property  exclusive  of  Materials  and  Supplies  and  Working  Capital,  January  1,  1925 . 

Since  January  1, 1925  The  Capital  Traction  Company  has  retired  from  use  certain  properties  which  were  included  in  the  inventory  of  property 
which  formed  the  basis  of  the  valuation  of  such  property  by  the  Court  of  Appeals  as  of  January  1,  1925,  at  their  recorded  cost  increased  to 
correspond  with  current  prices  of  January  1,  1925,  as  shown  in  Table  No.  4  above  and  summarized  as  follows: 

Track .  $662,728 


25,375,041 


Cables  and  Ducts  ($4,528  plus  $9, 415) 

Buildings . 

Power  and  Sub  Station  Equipment . 

Rolling  Stock,  Including  Buses . 

Miscellaneous  Equipment  ($3,042  plus  $20,299) 
Klingle  Bridge  Structure . 


13,943 

3,429 

2,079 

46,501 

23,341 

8,870 


representing  a  total  of. 


760,891 


After  deducting  the  above  retirements  we  have  a  balance  representing  the  value  of  property  acquired  prior  to  January-  1,  1925  and  remaining 

on  hand  December  31,  1928,  at  its  value  as  of  January  1,  1925,  amounting  to .  $24,614,150 

Before  adjusting  this  value  for  price  changes  occurring  between  the  periods  January  1,  1925  and  December  31,  1928,  it  is  necessary  to  deduct 
certain  items  of  property  which  are  shown  in  table  on  page  319  of  the  record  in  case  No.  4412,  Court  of  Appeals  of  the  District  of  Columbia, 
and  which  are  not  affected  by  changes  in  price  levels  (page  597  of  transcript  in  Formal  Case  No.  205,  Public  Utilities  Commission  of  the 
District  of  Columbia)  as  follows: 

Land .  $  74S,182 

Land .  16,596 

Grace  Street  Buildings  and  Improvements .  114,333 

Preorganization  Expense .  309,000 

Preliminary  Operation  Expense .  30,000 


Intangible  Elements  of  Value . .  1,946,281  —  making  up  a  total  of. 


3,164,392 


Which  leaves  the  value  as  of  January  1,  1925  of  that  part  of  the  property  of  the  Company  on  hand  December  31,  1928,  which  was  acquired 

prior  to  January  1,  1925,  and  which  is  subject  to  changes  in  value  due  to  changes  in  price  levels,  amounting  to .  $21,449,758 

Adjusting  this  value  for  the  decrease  in  prices  between  those  current  January  1,  1925  and  the  current  prices  of  December  1928,  amounting  to 
0.0974  per  cent,  as  shown  in  table  No.  5  above,  the  value  $21,449,758  becomes,  (being  reduced  $20,892) . 

To  this  should  be  added  back  the  items  of  property  listed  above  which  are  not  affected  by  changes  in  price  levels,  amounting  to . 

The  Company  has  also  provided  and  acquired  since  January  1,  1925  other  physical  property  used  and  useful  to  its  operations,  shown  by 
classes  of  property  at  their  recorded  cost  in  preceding  Table  No.  3.  After  making  the  adjustments  for  changes  in  price  levels  between  the 
time  such  property  was  acquired,  and  December  1928,  as  given  in  preceding  Table  No.  5,  the  values  in  Table  No.  3  become  the  following  values: 


$21 

3 


,428,866! 

,154,392! 


Percentages  added  to  values  in  Table  No.  3  with 
the  exception  of  LAND,  to  take  care  of  changes 

in  price  levels . . 

Track .  $174,701 

Cables  and  Ducts . 

Buildings . 

Power  and  Sub  Station  Equipment . 

Rolling  Stock  and  Buses . 

Miscellaneous  Equipment . 

Land . 


1925 

1926 

1927 

1928 

Totals 

! 

1.3340% 

1.2340% 

1.9891% 

0.9S47% 

i 

$174,701 

$147,533 

$216,687 

$104,639 

$  643,560 

48,072 

29,455 

77,527 

i 

22,302 

4,229 

40,333 

12,998 

79,862 

i 

275 

2,219 

2,494 

i 

83,275 

32,942 

90,989 

61,315 

268,430 

10,393 

10,226 

20,920 

4,341 

45,880 

i 

8,360 

3,071 

450 

11,881 

i 

$347,378 

$229,675 

$368,838 

$183,743 

$1,129,634  —  which  must  be  added. . . . 

..  1,129,634 

And  finally,  should  be  added  Materials  and  Supplies  as  of  December  31, 1928,  $82,363,  and  Working  Capital  represented  by  l/12th  of  operating 
expenses  for  year  1928,  $254,582,  on  the  basis  used  in  the  decree  in  Case  No.  4412,  Court  of  Appeals  of  the  District  of  Columbia,  as  given 
in  Exhibit  No.  1  in  Formal  Case  No.  205,  Public  Utilities  Commission  of  the  District  of  Columbia;  a  total  of . 

MAKING  A  TOTAL  FAIR  VALUE  OF  PROPERTY  OF  THE  CAPITAL  TRACTION  COMPANY  USED  AND  USEFUL  TO  ITS 
OPERATIONS  WITHIN  THE  DISTRICT  OF  COLUMBIA  AFTER  ADJUSTMENTS  FOR  ITEMS  ADMITTED  BY  THE  COMPANY 
AS  PROPER  ADJUSTMENTS,  AND  FOR  CHANGES  IN  PRICE  LEVELS— AS  OF  DECEMBER  31,  1928 . 


336,945! 


$26,059,837 
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The  evidence  introduced  by  Mr.  Hanna  (pagefe  588 
to  610,  inclusive,  supported  by  Exhibits  Nos.  28,  2§  and 
30)  showed  the  trend  of  prices  since  1925  in  the  various 
elements  of  physical  property  included  in  the  valuation 
and  the  present  level  of  such  prices  as  compared  to 
1925.  | 

It  also  developed  certain  errors  in  accounting 
amounting  to  $14,217.96  in  connection  with  additions 
to  property  since  1925.  Applying  these  immaterial 
changes  in  price  levels  to  the  inventory  items  included 
in  the  valuation  of  1925  as  well  as  to  the  capital  addi¬ 
tions  since  that  time  as  shown  by  the  Annual  Reports 
of  the  Company  to  the  Commission  of  which  the  Com¬ 
mission  took  judicial  notice  (R.  405)  and  correcting 
the  admitted  errors  as  indicated,  the  adjusted  value  of 
fhe  property  of  The  Capital  Traction  Company  as  of 
December  31,  1928,  was  $26,059,837  as  shown  by  the 
tabulation  opposite. 

We  therefore  call  attention  to  the  same  misstate¬ 
ments  of  fact  on  page  44  of  appellants’  brief,  namely, 
that: 

i 

i 

“In  the  present  proceeding  the  Company  Under¬ 
took  to  show  its  present  fair  value  by  adding  to 
the  value  as  of  January  1,  1925,  claimed  netj  addi¬ 
tions  and  betterments  at  cost  since  that  date.” 

j 

As  has  been  previously  shown  by  explicit  reference 
to  the  Record  the  present  fair  value  of  The  Capital 
Traction  Company’s  property  was  arrived  at  in  pre¬ 
cisely  the  same  manner  as  was  the  previous  valuation 
by  the  Supreme  Court  of  the  District  of  Columbia  and 
this  Court,  viz.,  by  bringing  the  inventories  and  valua¬ 
tion  previously  found  by  the  Commission,  up  to  date 
by  additions  and  retirements  at  cost,  corrected  with 
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respect  to  all  physical  property  to  correspond  with  cur¬ 
rent  prices  of  materials  and  labor. 

The  history  of  this  valuation  is  as  follows : 

By  Act  of  Congress  approved  March  4,  1913,  the 
Public  Utilities  Commission,  1  7  said  Act  created,  was 
directed  to  value  the  property  of  every  public  utility 
within  the  District  of  Columbia  actually  used  and  use¬ 
ful  for  the  convenience  of  the  public,  at  the  fair  value 
thereof  at  the  time  of  said  valuation,  and  the  proper¬ 
ties  and  elements  of  value  to  be  taken  into  considera¬ 
tion  in  such  valuation  are  in  said  Act  enumerated. 

As  of  the  1st  day  of  July,  1914,  the  Utilities  Com¬ 
mission,  in  conformity  with  the  provisions  of  the  Act 
referred  to,  proceeded  to  value  the  properties  of  The 
Capital  Traction  Company  and  the  investigation  and 
hearings  thereunder,  delayed  by  conditions  incident  to 
the  World  War,  were  completed  in  1919. 

On  the  4th  day  of  September,  1919,  the  Commission 
promulgated  its  findings  which  fixed  the  fair  value  of 
the  Company’s  property  at  $14,270,495. 

The  Company,  dissatisfied  with  the  findings  of  the 
Commission,  appealed  to  the  Supreme  Court  of  the 
District  of  Columbia  in  accordance  with  the  provisions 
of  said  Act  and  that  Court,  sustaining  the  contentions 
of  the  Company,  fixed  the  fair  value  of  its  properties 
at  $30,906,880. 

From  this  decision  the  Commission  appealed  to  the 
Court  of  Appeals,  the  Court  of  final  jurisdiction,  and 
this  Court,  sustaining  in  part  the  findings  of  the  Su¬ 
preme  Court  of  the  District  of  Columbia,  found  the 
fair  value  of  the  Company’s  property,  as  of  January 
1,  1925,  to  be  $25,756,880,  and  this  judgment  is  conclu¬ 
sive  and  binding  upon  the  Commission  in  the  present 
proceeding. 
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From  the  evidence  it  appeared  to  the  court  below 
that  the  value  so  fixed  by  the  Court  of  Appeals,  with 
the  additions  thereto  and  retirements  therefrom  since 
that  date,  established  the  fair  value  of  the  property 
of  The  Capital  Traction  Company  as  of  the  31st  day 
of  December,  1928,  to  be  at  least  $25,728,683,  even  if 
such  items  in  the  additions  since  1925  as  were  ques¬ 
tioned  by  Commissioner  Hartman ,  are  eliminated j 
The  opinion  and  findings  of  the  Public  Utilities 
Commission  of  the  District  of  Columbia  in  the  matter 
referred  to,  Formal  Case  No.  51,  Order  No.  338^  the 
record,  opinion  and  judgment  of  the  Supreme  Court 
of  the  District  of  Columbia,  and  the  record  and  opinion 
of  the  Court  of  Appeals  are  all  contained  in  the  rdeord 
of  the  hearings  on  the  case  now  under  consideration, 
being  Formal  Case  No.  205  before  the  Commission. 
(R.  19-43,  633.)  j 

i 

i 

Further  Adjustments. 

The  transcript  of  the  hearing  in  this  case  covers  a 
great  many  pages,  for  many  days  were  consumed.1  We 
shall  not  attempt  to  review  this  testimony  in  detail. 
Much  of  it  has  to  do  with  the  detailed  accounting  sys¬ 
tems  of  the  two  Street  Railroad  Companies  involved 
and  most  of  the  questions  raised  in  connection  with 
this  accounting  have  to  do  with  the  question  6f  the 
proper  allocation  of  numerous  comparatively  j  small 
items  as  between  capital  and  operating  accounts.  As 
to  whether  such  items  should  have  been  classified  as 
capital  expenditure  or  operating  expense  is  largely  a 
matter  of  accounting  rules.  It  appears  that  the  Com¬ 
pany’s  practice  in  accounting  for  replacements  has 
been  the  same  for  many  years  and  has  not  heretofore 
been  questioned ;  that  the  good  faith  of  the  Companies 


i 
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with  respect  thereto  has  not  been  questioned  or  im¬ 
pugned.  In  any  event  the  total  amounts  involved  in 
such  items  are  insignificant  with  relation  to  the  total 
value  of  the  Companies  ’  properties  which  form  the 
basis  for  the  fixing  of  rates  and  any  adjustment  which 
it  might  be  proper  to  make  between  the  capital  and 
expense  accounts  by  reason  of  the  items  in  question 
would  make  no  appreciable  difference  in  the  ultimate 
results,  and  such  difference  as  would  arise  from  the 
shifting  to  operating  expense  of  items  included  in  capi¬ 
tal  (value)  would  automatically  reduce  still  further 
the  income  available  for  return  in  larger  proportion 
than  the  resulting  reduction  in  value.  However,  in 
order  that  the  record  may  be  completely  covered  there 
has  been  compiled  from  the  record  such  items  as  were 
questioned  during  the  hearing  by  Commissioner  Hart¬ 
man  with  respect  to  their  being  proper  charges  to  Cap¬ 
ital  Account.  The  fair  value  of  the  property  of  the 
Company  as  of  December  31,  1928,  as  well  as  the  ex¬ 
pense  accounts  and  income  available  for  return  for 
the  twelve  months  ending  December  31,  1928,  have 
already  been  adjusted  by  the  amount  of  such  items  as 
were  admitted  and  adjustments  have  also  been  made 
to  Capital  Account  to  conform  to  present  day  prices, 
as  noted  above.  The  effect  of  changes  in  capital  ac¬ 
count  due  to  the  items  questioned  by  Commissioner 
Hartman,  both  those  admitted  and  those  not  admitted 
are  shown  in  tabulated  form  as  follows : 
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DEBITS  AND  CREDITS 

i 

i 

Items  Questioned  by  Mk.  Hartman 

ADMITTED 


Tr.  Page  Item 


217  Weed  sprinkling  car . 

267  Potomac  Park  Bus  Franchise . . 
600  J.  H.  H.  Index  Number  Study 
S48  40%  Labor— Mass.  Ave.  Track 

renewal  . 

850  Moving  Sub-Station  apparatus 
888  14th  Street  Track  Material,  Job 
5135  . . 

903  License  Tags  for  Buses . 

904  Overheads  in  F.  V.  &  Single 

Truck  cars  . 

914  Decatur  St.  Sprinkler  Tank... 

Total  . 


(NOTE:  Italics  indicate  credits.) 


~o 

S 

o 

-  § 

O  C3 

tn  c 

G  -j 

cz 

o 

«—  a 
o  c>< 

O  w  CJJ 

c  «  a 
=  © 

Fair 

Dist. 

Prope 

12-31- 

Incom 

Retur 

1928 

C  t-  s- 
5  3  0; 

1— t  Ph  Oj 

as  H 

.2U  S  o 

•3  O  C,« 

<!^Oh 

134.82 

i 

i 

134.82 

12,100.00 

2,420.00 

9,680.00 

20,892.00 

i 

20,892.00 

3JS2.U 

3,382.14 

770.00 

770.00 

95.00 

95.00 

| 

6.00 

6.0C 

1 

5,796.00 

| 

5,796.00 

1,500.00 

1,500.00 

j 

41,675.96 

1,015.00 

13,838.14  26,S22.82 

! 

i 

i 


DEBITS  AND  CREDITS 
Items  Questioned  by  Mr.  Hartman 


NOT  ADMITTED 


t-  2 

^  sc 

»  S3 

Ti 

o  o 

=o  - 

o 

O  *3 

vi;  o 

O  o  M 
r*.  o  a 

Tr.  Page  Item 

Fair  Val 
Dist.  of 
F  roper  h 
12-31-28 

Income 

Return 

1928 

Income 
Return 
Other  Y 

Adjustn 
Not  AfT 
Operati 
Income 

171 

Navy  Yard  Carbarn 

Roof  . 

Navv  Yard  Carbarn 

2  £8  4  30 

3,646.00 

1,062.00 

Roof — Adj .  of  Re¬ 
tirement  . . 

96S.42 

96842 

213 

Brow  Pavement — Pa. 

1,680J£ 

Ave . 

499 SO 

2,179.75 

Brow  Pavement — Adj . 

45936 

of  Retirement  . 

459.36 

220 

Revamping  6  Cars  ... 

3,07 4 So 

5,9S4.25 

2,910.00 

231 

Klingle  Bridge,  Floor 

8,909.93 

8  £70. 00 

and  Pavement . 

39  S3 

232 

Brow  Pavement — Conn. 

Ave . . 

1,424  $2 

4,00S.65 

2,583.83 

Brow  Pavement — Adj . 

of  Retirement  . 

2,377.12 

2£77.12 

232 

Brow  Pavement  of  U 

Street  .  . 

1£9SS)  7 

1.29S.97 

264 

Renewing  Curve — 14th 

and  N.  Y.  Ave . 

Renewing  Curve — 14th 

1,051.79 

1,371.00 

31931 

and  N.  Y.  Ave.,  adj. 
of  Retirement  . 

293.67 

293.67 

265 

Brow  Pavement  of  M 

St.,  29th  to  35th  Sts.. 
Brow  Pavement  of  M 

1,905.63 

5,678.72 

3,683.09 

St.,  29th  to  35th  Sts. 
adj.  of  Retirement... 

3.3SS.44 

3£8834 

843 

Leased  Line  Expendi- 

tures — Wash.  &  Md. 
Line  . 

4,7 14  S3 

4,714.83 

844 

Leased  Line  Expendi- 

tures — Wash.  &  Md. 
Line  . 

3S£31S)2 

4,12532 

3S.531.92 

845-6 

Special  Assessments  . . . 

449.91 

3.676.01 

84S 

40%  Labor  —  Capital 

jobs — Prior  to  1920  . 

63,032.19 

68,032.19 

857 

Grace  St.  Pwr.  House 

Property  . 

Income  from  rental  of 

119,66846 

119,668.46 

same,  1928  . 

1,460.00 

1460.00 

891 

Chevy  Chase  Circle 

Curve  . 

Chevy  Chase  Circle 

2  £77. 63 

5.239.23 

2£61.60 

Curve,  adj.  of  Re¬ 
tirement  . 

2,172.67 

2,172.67 

89S 

Conn.  Ave. — Job  5145 . . 
Conn.  Ave. — Job  5145, 

6,5 15  SI 

10,030.07 

3£1435 

adj .  of  Retirement . . . 

3.233.12 

333332 

905 

Coasting  Recorders  . . . 

38,79937 

38,799.37 

909 

Moving  Poles — Chevy 

Chase  Circle  . 

621J,6 

621.46 

1926-7 

Leased  Line  Expendi- 

tures  . 

1,065S2 

1,065.82 

1932 

Raise  Grade,  14t,h  and 

H  and  N.  Y.  Ave — 

3 £97 38 

3,597.38 

1932 

Duct  Line  Changes. . . . 

127.00 

127.00 

1933 

Remove  Tracks  —  M 

and  26th  Sts . 

248036 

2,480.26 

Totals  . 

290 £333  4 

29,610.67 

99,180.11 

161,443.16 

(NOTE:  Italics  indicate  credits.) 
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It  thus  appears  that  if  the  items,  which  the  Company 
admits  to  have  been  incorrectly  charged  upon  its  books 
as  capital  expenditure  for  the  District  of  Columbia, 
are  removed  from  that  account  and  appropriate  adjust¬ 
ments  made  to  operating  expenses  and  corrections 
made  for  current  prices,  the  result  is  that  the  fair 
value  of  the  Company’s  property  used  and  useful  for 
street  railway  operations  in  the  District  of  Columbia 
as  of  December  31, 1928,  will  be  reduced  to  $26,038,469 ; 
and  that  the  income  available  for  return  during  the 
twelve  months  ending  December  31,  1928  (vizr  $947,- 
391.48  as  shown  by  Exhibit  No.  8,  R.  516)  when  reduced 
by  the  sum  of  $1,015  as  indicated  by  the  above  itabula- 
tion  is  $946,376.48.  This  represents  a  return  !of  3.63 

i 

per  cent  upon  the  adjusted  valuation  of  $26, 038^469. 

Commissioner  Hartman  during  the  hearing  ques¬ 
tioned  many  other  items  which  had  been  charged  to 
capital  account,  which  are  now  included  in  fait  value. 
The  Company  does  not  admit  the  propriety  of  any  of 
the  changes  in  its  accounts  which  these  questions  in¬ 
volve  but  the  total  amount  of  them,  as  shown  in  the 
second  table  above  is  relatively  small  as  compared  to 
the  total  value,  and  if  the  adjustments  were  made  the 
result  would  be  as  follows : 

i 

Deducting  from  the  fair  value,  December  31,  1928, 
as  above,  the  sum  of  $290,233.94  (which  is  pot  ad¬ 
mitted)  would  leave  the  valuation  as  of  December  31, 
1928,  at  $25,748,236.  And  deducting  from  the! income 
available  for  return  for  the  twelve  months  !  ending 
December  31,  1928,  $947,291,  for  that  year  $1,015 
(which  is  admitted),  and  the  reduction  in  incpme  for 
that  year,  $29,610.69  (which  is  not  admitted),  there  is 
left  a  net  income  available  for  return  of  $916,766, 
which  is  3.57  per  cent  of  the  adjusted  valuation  of 
$25,748,236  as  indicated  above. 
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In  Denver  v.  Denver  Union  Water  Co.,  supra,  the 
Supreme  Court  of  the  United  States  held  that  the 
court  will  not  undertake  to  determine  in  a  case  involv¬ 
ing  the  reasonableness  of  rates  permitted  to  be  charged 
by  a  public  service  corporation,  whether  or  not  a  dis¬ 
puted  element  of  value  was  properly  included  in  the 
valuation  of  its  property  where  even  should  such  ele¬ 
ment  be  excluded  the  return  to  the  corporation  would 
still  be  inadequate. 

To  say,  as  appellants  contend,  that  all  of  the  evi¬ 
dences  of  value  in  this  record  which  are  uncontradicted 
should  be  given  no  weight  and  disregarded  because 
the  Commission  or  its  agents  after  elaborate  examina¬ 
tion  of  the  Company’s  books  and  records  have  found 
insignificant  errors  in  accounting  and  have  questioned 
the  allocation  of  certain  items  of  property  as  between 
capital  and  expense  accounts  (particularly  when  the 
Company’s  accounting  has  been  under  the  continuous 
supervision  of  the  Commission),  is  as  absurd  as  it  is 
disingenuous,  and  is  equivalent  to  saying  that  if  the 
Company  or  its  employees  shall  inadvertently  charge 
or  credit  to  one  account  an  item  which  should  have 
been  placed  to  another  the  Company  must  sacrifice  its 
constitutional  right  to  a  reasonable  return  upon  its 
fair  value  and  shall  not  be  heard  to  contest  the  confis¬ 
cation  of  its  property. 

With  respect  to  the  present  value  of  the  Company’s 
property  constituting  its  rate  base,  The  Capital  Trac¬ 
tion  Company  contends  that  its  valuation  established 
by  the  decree  of  the  Supreme  Court  of  the  District 
of  Columbia  as  modified  by  the  opinion  and  judgment 
of  the  Court  of  Appeals,  which  found  the  fair  value 
of  the  Company’s  property  as  of  January  1,  1925,  to 
be  $25,756,880  was  conclusive  and  binding  upon  the 
Commission  in  this  proceeding  and  that  with  a  proper 
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showing  of  additions  thereto  and  retirements  there¬ 
from  since  that  date,  it  correctly  represents  such 
present  fair  value. 

Not  only  is  this  decision  binding  upon  the  Commis¬ 
sion  as  the  decision  of  the  Court  of  last  resort  in  this 
jurisdiction,  but  the  basis  of  that  decision  is  supported 
by  the  very  highest  authority — the  series  of  opinions 
of  the  Supreme  Court  of  the  United  States  upon  that 
subject.  Beginning  with  the  case  of  Smith  v.  Ames , 
169  U.  S.  466,  which  originally  laid  down  the  applica¬ 
ble  rules,  followed  by  many  other  intervening  cases, 
the  importance  of  reproduction  cost  upon  the  basis  of 
present  prices  as  an  element  of,  or  the  basis  fof,  such 
valuation  is  stressed  in  the  following  Supreme!  Court 
authorities:  Wilcox  v.  Consolidated  Gas  Co.,  212  U.  S. 
19,  53  L.  ed.  383,  29  Sup.  Ct.  Rep.  192,  48  L.  R.  A. 
(N.  S.)  1134, 15  Ann.  Cas.  1034;  Minnesota  Rate  cases, 
230  U.  S.  352,  57  L  ed.  1511,  33  Sup.  Ct.  Rep.  729,  48 
L.  R.  A.  (N.  S.)  1151,  Ann.  Cas.  1916A,  18;  Southwest¬ 
ern  Bell  Telephone  Co.  v.  Public  Service  Commission, 
262  U.  S.  276,  67  L  ed.  981,  P.  U.  R.  1923C,  193,  43  Sup. 
Ct.  Rep.  544,  31  A.  L.  R.  807;  Bluefield  Water  Works 
&  Improv.  Co.  v.  Public  Service  Commission,  supra, 
and  particularly  in  the  case  of  McCardle  v.  Indianap¬ 
olis  Water  Co.,  supra  in  which  the  Supreme;  Court 
said: 


“But  in  determining  present  value,  considera¬ 
tion  must  be  given  to  prices  and  wages  prevailing 
at  the  time  of  the  investigation;  and,  in  the  light 
of  all  the  circumstances,  there  must  be  an  honest 
and  intelligent  forecast  as  to  probable  price  and 
wage  levels  during  a  reasonable  period  in  the  im¬ 
mediate  future. 


* 
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“It  is  well  established  that  values  of  utility 
properties  fluctuate,  and  that  owners  must  bear  the 
decline  and  are  entitled  to  the  increase.  The  de¬ 
cision  of  this  Court  in  Smvth  v.  Ames,  169  U.  S. 
466,  547,  42  L  ed.  819,  18  Sup.  Ct.  Rep.  418,  de¬ 
clares  that  to  ascertain  value  ‘the  present  as  com¬ 
pared  with  the  original  cost  of  construction’  are, 
among  other  things,  matters  for  consideration. 
But  this  does  not  mean  that  the  original  cost  or 
the  present  cost  or  some  figure  arbitrarily  chosen 
between  these  two  is  to  be  taken  as  the  measure. 
The  weight  to  be  given  to  such  cost  figures  and 
other  items  or  classes  of  evidence  is  to  be  deter¬ 
mined  in  the  light  of  the  facts  of  the  case  in  hand. 
By  far  the  greater  part  of  the  company’s  land  and 
plant  was  acquired  and  constructed  long  before 
the  war.  The  present  value  of  the  land  is  much 
greater  than  its  cost ;  and  the  present  cost  of  con¬ 
struction  of  those  parts  of  the  plant  is  much  more 
than  their  reasonable  original  cost.  In  fact,  prices 
and  values  have  so  changed  that  the  amount  paid 
for  land  in  the  early  years  of  the  enterprise  and 
the  cost  of  plant  elements  constructed  prior  to  the 
great  rise  of  prices  due  to  the  war  do  not  consti¬ 
tute  any  real  indication  of  their  value  at  the  pres¬ 
ent  time  (citations).  Undoubtedly,  the  reasonable 
cost  of  a  system  of  waterworks,  well  planned  and 
efficient  for  the  public  service,  is  good  evidence  of 
its  value  at  the  time  of  construction.  And  such 
actual  cost  will  continue  fairly  well  to  measure  the 
amount  to  be  attributed  to  the  physical  elements 
of  the  property  so  long  as  there  is  no  change  in  the 
level  of  applicable  prices.  And,  as  indicated  by 
the  report  of  the  Commission,  it  is  true  that,  if 
the  tendency  or  trend  of  prices  is  not  definitely 
upward  or  downward  and  it  does  not  appear  prob¬ 
able  that  there  will  be  a  substantial  change  of 
prices,  then  the  present  value  of  lands  plus  the 
present  cost  of  constructing  the  plant,  less  depre¬ 
ciation,  if  any,  is  a  fair  measure  of  the  value  of 
the  physical  elements  of  the  property.  The  valid- 
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ity  of  the  rates  in  question  depends  on  property 
value  January  1,  1924,  and  for  a  reasonable  time 
following.  While  the  values  of  such  properties  do 
not  vary  with  frequent  minor  fluctuations  in  the 
prices  of.  material  and  labor  required  to  ptoduce 
them,  they  are  affected  by  and  generally  folliow  the 
relatively  permanent  levels  and  trends  of  such 
prices.  *  *  *  The  high  level  of  prices  and !  wages 
prevailing  in  1922  and  1923,  should  be  taken  into 
account  in  finding  value  as  of  January  1, 19^4,  and 
in  the  years  immediately  following.  Moreover, 
there  is  nothing  in  the  record  to  indicate  tiiat  the 
prices  prevailing  at  the  effective  date  of  tire  rate 
order  were  likely  to  decline  within  a  reasonable 
time — one,  two  or  three  years — to  the  level;  of  the 
average  in  the  ten  years  ending  with  1923;  And 
we  may  take  judicial  notice  of  the  fact  that  there 
has  been  no  substantial  general  decline  jin  the 
prices  of  labor  and  materials  since  that  time.  The 
trend  has  been  upward  rather  than  downward.’ ’ 

And  the  recent  decision  of  the  Supreme  Couri  in  the 
O’ Fallon  case  (St.  Louis  &  O’Fallon  By.  Co.  v.  U.  S., 
supra),  while  declaring  that  the  Interstate  Commerce 
Commission  in  adopting  the  prudent  investment! theory 
of  valuation  as  against  the  theory  of  present ;  values 
has  disregarded  the  approved  rule  and  thereby  failed 
to  discharge  the  definite  duty  imposed  by  Congress, 
reaffirmed  its  decision  as  stated  in  the  McCardle  case 
supra,  and  other  cases  cited,  in  the  following  fbrceful 
language : 


“The  elements  of  value  recognized  by  the  law 
of  the  land  for  rate-making  purposes,  haye  been 
pointed  out  many  times  by  this  Court  {citing* 
all  of  the  cases  above  mentioned  and  quoting  from 
both  Smyth  v.Ames  and  Southwestern  Bell  Tele¬ 
phone  case.)  *  *  *  The  doctrine  above  stated 
has  been  consistently  adhered  to  by  this  Court.’ ’ 
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The  method  of  arriving-  at  the  proper  rate  base,  in¬ 
come  available  for  return  and  rate  of  return  was  so 
recently  considered  bv  the  Minnesota  Commission  In 
Be  Application  of  the  Minneapolis  Street  Railway 
Company  for  increased  rates  (January  25, 1929,  P.  U. 
R.  1929C,  585)  and  the  conditions  were  in  many  re¬ 
spects  so  similar  to  those  existing  here  that  we  asked 
the  Commission  to  give  to  that  case,  in  which  the 
increase  was  granted,  its  careful  consideration. 

In  this  Minneapolis  case  the  Commission  in  1925  had 
determined  the  fair  value  of  the  property  as  of  Jan¬ 
uary  1,  1925,  to  be  $26,787,228.  The  briefs  offered  upon 
the  hearing  for  increased  fares  in  1929  and  the  report 
of  the  Commission’s  statistician,  showed  that  the  net 
additions  to  the  property  of  the  petitioner  for  the  years 
1925,  ’26,  ’27,  and  ’28  amounted  to  a  total  of  $950,201. 
The  petitioning  company  submitted  evidence  supported 
by  exhibits  of  price  trends  with  respect  to  construction 
work  showing  a  slight  increase  in  the  cost  of  construc¬ 
tion  between  1925  and  1928,  which  was  received  in  evi¬ 
dence  without  objection.  The  City’s  expert  prepared 
from  the  operating  statements  of  the  Street  Railway 
Company  a  table  showing  the  rate  base  as  of  January 
1,  1929,  with  respect  to  which  he  said  (p.  589) : 

“I  have  adopted  as  my  starting  point  the  find¬ 
ing  by  the  Railroad  and  Warehouse  Commission 
that  the  fair  value  of  the  street  railway  property 
of  the  Minneapolis  Street  Railway  Company  as 
of  January  1,  1925,  was  $26, 787, *228.11.  While 
there  may  be  some  difference  of  opinion  as  to  this 
figure,  it  is  my  judgment  that  nothing  is  to  be 
gained  at  this  time  by  opening  the  question  of  val¬ 
uation.” 

He  then  brings  the  fair  value  down  to  January  1, 
1929,  by  adding  net  additions  and  deducting  retire- 
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ments  and  arrives  at  the  values  as  of  January  1,  1929, 
of  $26,621,637.  With  respect  to  this  valuation  the 
Commission’s  expert  said  (p.  591) : 

! 

“I  have  examined  the  method  used  by  the  com¬ 
pany  in  bringing  the  figures  down  to  date,;  and  de¬ 
termining  the  net  additions,  and  I  think  the 
method  should  achieve  reasonable  result  sj.  How¬ 
ever,  there  is  always  question  of  judgment  in¬ 
volved  as  to  whether  or  not  a  particular  item 
should  go  to  fixed  capital  or  should  be  charged  to 
operating  expenses  in  any  given  year.”  I 

The  Commission  then  say  (p.  603) :  j 

j 

“It  will  be  noted  that  the  company  estimated 
that  an  increase  in  fare  would  have  the  effect  of 
reducing  the  number  of  revenue  passengers  ap¬ 
proximately  5,000,000  and  the  Commission  esti¬ 
mated  the  reduction  on  account  of  increase!  in  fare 
at  approximately  3,600,000.  *  *  *  (p.  604) 

“The  above  table  of  passengers  carried! during 
the  past  nine  years  and  the  testimony  and  evi¬ 
dence  cited  present  salient  facts  upon  which  the 
Commission  may  base  its  conclusion  as  j  to  the 
prospective  number  of  passengers  that  may  be 
carried  in  1929  and  ensuing  years. 

“A  review  of  the  past  performance  indicated 
that  the  company ’s  1929  final  estimate  of  105,000,- 
000  passengers  is  a  reasonable,  if  not  a  maiximum 
estimate.  Reference  to  the  preceding  table,  shows 
that  with  the  exception  of  1922,  there  was!  a  con¬ 
tinuous  decrease  in  the  number  of  passengers  car¬ 
ried  each  year,  as  follows: 

i 

i 
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DECREASE  IN  REVENUE  PASSENGERS 


Thousands  Percent 

1923  under  1922 .  2.1S4  1.6 

1924  under  1923 .  6.412  5.1 

1925  under  1924 .  4,315  3.4 

1926  under  1925 .  9.009  7.4 

1927  under  1926 .  3.865  3.4 

192S  under  1927 .  1,743  1.6 

*******  * 


“The  Company  and  the  city  have  agreed  upon 
the  amount  of  net  additions  and  betterments  since 
January  1,  1925.  As  set  forth  elsewhere  in  this 
report,  this  department  has  made  a  careful  and 
complete  check  and  analysis  of  all  expenditures 
made  and  charged  to  property  and  investment  ac¬ 
counts  during  this  period. 

“This  audit  and  check  was  completed  the  latter 
part  of  December,  1928'.  Our  analysis  disclosed 
charges  to  property  investment  accounts  aggre¬ 
gating  approximately  $12,000,  which  in  our  opinion 
should  be  eliminated  and  charged  to  operating 
expenses  or  accrued  depreciation.” 

And  finally  the  United  States  Supreme  Court  in  the 
Baltimore  Fare  Case  ( United  Raihvay  &  Electric  Co., 
v.  P.S.C.,  supra)  said: 

“It  is  the  settled  rule  of  this  Court  that  the  rate 
base  is  present  value.” 

DEPRECIATION 

As  to  the  question  of  depreciation  as  affecting  the 
value  of  the  property  of  The  Capital  Traction  Com¬ 
pany  for  rate  making  purposes  we  need  only  refer  to 
the  opinion  of  this  Court  on  that  subject  in  Public 
Utilities  Commission  v.  The  Capital  Traction  Com¬ 
pany,  57  App.  D.  C.  85,  88  (R.  41)  in  which  this  Court 
said: 
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“The  lower  court,  however,  found  no  such  de¬ 
duction  (accrued  depreciation)  should  be  made, 
for  the  reason  that  the  company  had  maintained 
a  sinking  fund  for  the  protection  of  its  property 
against  depreciation,  and  is  annually  setting!  aside 
a  portion  of  its  earnings  and  adding  the  same  to 
such  fund,  and  that  the  record  fails  to  disclose 
that  the  rates  of  fare  heretofore  fixed  by  the!  Com¬ 
mission  have  been  adequate  to  justify  any  deduc¬ 
tion  for  accrued  depreciation  from  the  fair  lvalue 
of  the  company ’s  property  * 

“We  are  convinced  that  under  all  the  circum¬ 
stances  the  decision  of  the  lower  court  upok  this 
subject  should  not  be  disturbed  *  *  *  .  It  may 
be  assumed  that  the  sinking  fund  maintained  bv 
the  company,  part  of  which  has  been  employed 
consistently  with  its  proper  purpose,  is  sufficient 
to  balance  the  actual  depreciation  of  the  property, 
and  this  fund  does  not  enter  into  the  rate-bearing 
valuation.  It  must  be  remembered  moreover  that 
the  present  valuation  is  not  intended  as  a  buying 
and  selling  price  of  the  property,  but  for  I  rate¬ 
making  purposes,  and  the  company  is  entitled  to 
collect  rates  sufficient  to  balance  the  depreciation 
as  well  as  to  pay  a  reasonable  return  upon  the  in¬ 
vested  capital  (citing  authorities).” 

Appellants  say  (page  53) : 

“It  follows  inevitably  that  if  the  investors  in 
the  utility  are  permitted  to  receive  from  operat¬ 
ing  expenses  sums  of  money  approximating  the 
annual  loss  in  service  worth  of  such  of  its  property 
as  must  be  replaced  when  each  unit  of  property  is 
completely  exhausted,  that  the  public  may  justly 
demand  that  the  property  on  which  it  is  obliged 
to  pay  a  rate  of  return  be  only  that  which  cur¬ 
rently  exists  after  the  reduction  of  loss  of  service 
worth.” 


i 
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This  observation  and  argument  is  completely  with¬ 
out  point  in  the  case  of  The  Capital  Traction  Company 
for  the  reason  that  the  investors  in  the  property  are 
receiving  nothing  through  operating  expenses,  or  oth¬ 
erwise,  corresponding  to  the  loss  in  service  worth  of 
the  property.  Such  depreciation  accruals  are  placed 
in  a  fund,  which  fund  is  not  distributed  to  the  invest¬ 
ors,  nor  credited  to  the  value  of  their  property  for 
rate  making  purposes  and  the  accumulated  interest 
on  such  fund  is  added  to  the  fund  which  reduces  the 
amount  which  the  rate  payers  would  otherwise  an¬ 
nually  be  compelled  to  pay  into  that  fund  for  the  pur¬ 
pose  of  offsetting  the  depreciation  of  the  property. 

i 

DEPRECIATION  RESERVE  AND  SINKING  FUND. 

Depreciation,  in  an  accounting  sense,  is  a  term  used 
to  describe  the  process  followed  by  which  the  cost  of 
property  is  recovered  during  its  useful  life.  The  usual 
method  is  to  divide  the  cost  of  property  by  its  estimat¬ 
ed  number  of  vears  of  useful  life,  and  thus  arrive  at 
an  annual  amount  which  is  included  with  other  operat¬ 
ing  charges  as  a  deduction  from  revenues  each  year. 
The  product  of  this  annual  amount  and  the  number 
of  years  of  useful  life,  equals  the  cost  of  the  property, 
When  this  method  is  followed,  depreciation  is  said  to 
be  accrued  on  the  STRAIGHT  LINE  BASIS. 

When  depreciation  is  accrued  on  a  SINKING  FUND 
BASIS,  it  is  assumed  that  the  amounts  charged  annu¬ 
ally  for  depreciation  will  earn  interest  from  the  time 
of  setting  aside  until  the  useful  life  of  the  property  to 
which  the  amounts  relate  has  expired. 

Therefore,  when  the  SINKING  FUND  METHOD 
is  used,  the  aggregate  of  annual  charges  for  deprecia¬ 
tion  is  less  than  under  the  “ straight  line”  method  by 
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tlie  amount  of  interest,  compounded,  earned  on  an¬ 
nual  accruals  during  the  useful  life  of  the  property 
being  provided  for. 

The  actual  difference  in  amount  of  direct  charges  for 
depreciation,  between  the  “straight  line’ ’  aiid  the 
“sinking  fund”  methods  of  accrual,  naturally  depends 
upon  the  rate  of  interest  used  for  the  sinking  fund. 
The  higher  the  rate  of  interest  realized  or  assumed  to 
be  realized,  the  smaller  the  direct  appropriations  ineces- 
sary  to  reach  given  amounts. 

In  arriving  at  the  proper  rate,  consideration  must 
be  given  to  the  average  rate  which  may  be  earned  over 
long  periods  by  investments  of  the  necessary  quality. 

In  the  ease  of  The  Capital  Traction  Company,  this 
rate  was  determined  as  3  per  cent  with  the  approval  of 
the  Public  Utilities  Commission. 


Transcript  p.  1923  in  Formal  Case  No.  205  (this  case) 
shows  that  in  1928  the  depreciation  for  that  year  on 
the  “straight  line”  basis  would  have  amounted  to 
$468,212.46  while  the  actual  charge  for  depreciation 
that  year  under  the  3  per  cent  “sinking  fund”  method 
used  by  the  Company  amounted  to  $324,208.24.  j 

In  other  words,  by  using  the  3  per  cent  “sinking 
fund”  method,  operating  expenses  for  the  year  1928 
were  $144,004.22  LESS  and  income  available  for  return 
on  fair  value  correspondingly  GREATER,  than:  if  de¬ 
preciation  had  been  accrued  on  the  “straight;  line” 
basis. 

Since  depreciation  as  now  actually  accrued  by  The 
Capital  Traction  Company  is  on  the  basis  of  the  COST 
of  property  which  was  much  less  than  its  present  re¬ 
production  value,  the  amounts  chargeable  annually 
through  operating  expenses  for  depreciation  for  which 
the  public  would  pay  would  be  considerably  greater  if 
this  depreciation,  either  on  the  “straight  lin0”  or 
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4 ‘sinking  fund”  method,  were  based  upon  present  value 
rather  than  cost. 

The  Supreme  Court  of  the  United  States  in  the  Bal¬ 
timore  Fare  Case  ( United  Railways  &  Electric  Com¬ 
pany  v.  P.  S.  C.,  supra),  said: 

* 

“The  allowance  for  annual  depreciation  made 
by  the  commission  was  based  upon  cost.  The 
Court  of  Appeals  held  that  this  was  erroneous 
and  that  it  should  have  been  based  upon  present 
value.  The  court’s  view  of  the  matter  was  plainly 
right.  *  *  This  naturally  calls  for  expenditures 
equal  to  the  cost  of  the  wornout  equipment  at  the 
time  of  replacement ;  and  this,  for  all  practical 
purposes,  means  present  value.  It  is  the  settled 
rule  of  this  court  that  the  rate  base  is  present 
value,  and  it  would  be  wholly  illogical  to  adopt  a 
different  rule  for  depreciation.” 

Since  the  present  costs  of  replacements  of  physical 
property  of  the  Company  as  indicated  by  the  index 
figures  in  the  record  are  roughly  double  the  cost  of 
1914,  it  is  easy  to  see  that  the  public  is  getting  a  tre¬ 
mendous  advantage  through  the  method  of  deprecia¬ 
tion  accruals  which  has  been  practiced  by  the  Com¬ 
panies. 

Although  it  is  universally  recognized  that  deprecia¬ 
tion  is  one  of  the  elements  of  operating  cost,  and  that 
a  depreciation  reserve  or  depreciation  reserve  fund  is 
the  property  of  the  Company  in  which  the  public  can 
have  no  interest,  representing  as  it  does  provision  for 
property  used  up  in  service,  nevertheless,  the  Company 
pays,  out  of  its  own  income  available  for  return  on 
fair  value,  interest  at  the  rate  of  3  per  cent  on  such 
amounts  of  the  depreciation  reserve  as  it  uses  for  its 
own  corporate  purposes. 

Under  the  circumstances  it  would  not  appear  neces- 
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sary  to  go  outside  the  record  in  this  case  to  obtaiij  “the 
true  effect  of  such  funds”  (Depreciation  Reservd  on  a 
Sinking  Fund  Basis)  as  suggested  on  page  72  <pf  ap¬ 
pellants’  brief. 

If  we  may  be  permitted  to  comment  upon  the ! state¬ 
ments  on  page  54  of  appellants’  brief  on  this  subject 
it  would  seem  passing  strange  that  in  quoting  thd  opin¬ 
ion  of  this  Court  on  this  subject  in  The  Capital! Trac¬ 
tion  Company  valuation  case  no  mention  is  made  of 
the  chief  reason  assigned  by  this  Court  for  not  deduct¬ 
ing  depreciation  as  stated  above. 

As  to  the  duty  of  the  Commission  to  disclose  the 
basis  of  its  findings,  so  that  the  courts  upon  review  can 
intelligently  pass  upon  the  propriety  of  such  findings, 
the  following  authorities  (if  the  point  is  worth  the  con¬ 
sideration)  are  pertinent: 

State  P.  U.  C.  ex  rel  Springfield  v.  Springfield 
C  &E  Co.,  Ill.  125  N.  E.  891,  P.  U.  R.  PL920C, 
641,  661 ;  j 

Re  Erie  v.  Public  Service  Commission,  Pa.  123, 
Atl.  471,  P.  U.  R.  1924D,  89,  107 ;  j 
Re  Milwaukee  Electric  Ry.  &  Lt.  Co.  (Wis.  Cir¬ 
cuit  Ct.)  P.  U.  R.  1926B,  705,  710.  j 

i 

Appellants  quote  from  Mr.  Justice  Moody  jin  the 
Knoxville  Water  Case  (212  U.  S.  1,  53  L  ed.  37i,  380) 
to  the  effect  that : 

I 

i 

“If,  however,  a  company  fails  to  perform  its 
plain  duty  and  to  exact  sufficient  returns  fo  keep 
the  investment  unimpaired,  whether  this j  is  the 
result  of  unwarranted  dividends  upon  over-issues 
of  securities,  or  of  omission  to  exact  proper  prices 
for  the  output,  the  fault  is  its  own.” 
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and  from  Mr.  Justice  Brandeis  in  Galveston  Electric 
Co.  v.  Galveston ,  258  U.  S.  388,  66  L.  ed.  678,  683,  that: 

“  A  company  which  has  failed  to  secure  from 
year  to  year  sufficient  earnings  to  keep  the  invest¬ 
ment  unimpaired  and  to  pay  a  fair  return,  whether 
its  failure  was  the  result  of  imprudence  in  engag¬ 
ing  in  the  enterprise,  or  of  errors  in  management, 
or  of  omission  to  exact  proper  prices  for  its  out¬ 
put,  cannot  erect  out  of  past  deficits  a  legal  basis 
for  holding  confiscatory  for  the  future,  rates  which 
would,  on  the  basis  of  present  reproduction  value, 
otherwise  be  compensatory.  ” 

Such  obviously  sound  principles,  however,  can 
scarcely  apply  to  a  company  whose  rates  have  always 
been  fixed  by  law  and  where  the  duty  of  self  protection 
referred  to  has  therefore  been  rendered  by  the  state 
impossible  of  accomplishment. 

The  argument  on  page  65  et  seq  of  appellants’  brief 
with  respect  to  depreciation  in  the  jmoperty  0f  The 
Capital  Traction  Company  overlooks  a  most  important 
consideration.  The  Commission,  to  be  sure,  in  its  orig¬ 
inal  valuation  of  the  Company’s  property  found  that 
there  was  over  $2,000,000  of  accrued  depreciation,  and 
Zelinski  testified  that  the  property  was,  to  an  extent 
which  he  did  not  attempt  to  put  into  figures,  in  a  de¬ 
preciated  condition,  but  there  is  no  evidence  that  the 
depreciation  in  the  property  is  in  excess  of  the  balance 
in  the  depreciation  fund  which  this  Court  has  said  in 
Public  Utilities  Commission  v.  The  Capital  Traction 
Company,  supra,  (R.  41)  it  assumed  to  be  sufficient 
in  the  absence  of  evidence  to  the  contrary.  Nor  are  the 
references  in  the  testimony  of  Zelinski  to  the  effect 
that  certain  items  of  the  Company’s  property  are  in 
depreciated  condition,  of  any  importance  since  no  one 
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I 

contends  to  the  contrary  and  the  very  object  olj  the  de¬ 
preciation  reserve  and  the  depreciation  fund  is  to  take 
care  of  just  such  conditions. 

After  considering  the  entire  record  and  testimony 
before  the  Commission  as  well  as  the  testimony  of 
Zelinski,  whom  he  saw  in  person  upon  the  j  witness 
stand,  the  Court  below  said  (R.  171) 

i 

4  4  The  commission  makes  no  real  question  that 
the  railways  are  well  kept  up  and  economically 
managed.  ’  ’ 

Appellants’  brief  (as  well  as  the  record)  shows  that 
they  did  call  at  the  hearing  in  the  court  belqw  a  so- 
called  expert  witness,  one  Zelinski  who  (appellants’ 
brief  p.  22)  j 

4  4  made  only  an  extremely  cursory  examination  of 
the  roadway  and  rolling  stock  of  the  two  com¬ 
panies  as  to  depreciation,  deferred  maintenance 
and  obsolescence”; 

i 

that 


4  4  in  truth,  no  evidence  was  presented  on  behalf 
of  the  Public  Utilities  Commission,  as  that  pre¬ 
sented  by  the  witness  last  mentioned  was  merely 
illustrative  of  the  fact  that  a  complete  investiga¬ 
tion  of  the  property  was  necessary  before  an  ade¬ 
quate  and  proper  determination  of  the  rate  bases 
of  these  companies  could  be  determined”^ 

i  , 

and  that  (page  69) 

!  i 

4  4  It  was  not  the  purpose  of  the  defendants  in 
putting  this  witness  on  the  stand  to  show  what  the 
actual  condition  of  the  plaintiffs’  properties  was 
as  of  today,  but  to  show  merely  that  substantial 
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changes  due  to  depreciation,  obsolescence,  and  de¬ 
ferred  maintenance  had  occurred.” 

In  other  words  the  Commission  through  this  and 
other  testimony  attempted  to  show  merely  that  there 
was  depreciation  in  the  properties  of  the  Companies 
but  made  no  attempt  to  prove  the  amount  of  such  de¬ 
preciation.  They  are  therefore  in  precisely  the  same 
situation  as  that  of  the  Commission  in  the  valuation 
case  of  The  Capital  Traction  Company  in  which  this 
Court  (the  Court  of  Appeals  of  the  District  of  Colum¬ 
bia)  said  (Record  40,  41) 

“The  commission  complains  that  the  lower  court 
made  no  deduction  for  depreciation  from  its  esti¬ 
mate  of  the  reproduction  cost  of  the  company’s 
property.  In  the  Commission’s  valuation  it  was 
reported  by  the  engineers  that  the  deduction  for 
depreciation  should  exceed  the  sum  of  two  million 
dollars,  but  the  commission  stated  4  As  previously 
explained  the  commission  approves  this  amount 
as  representing  true  accrued  depreciation,  but 
concludes  that,  in  the  present  finding  of  fair  value 
as  a  basis  for  rates,  a  materially  lesser  amount 
should  now  be  deducted  from  cost  new.’  The  rec¬ 
ord  does  not  disclose  what  specific  sum  was  thus 
deducted  by  the  Commission.  The  lower  court, 
however,  found  that  no  such  deduction  should  be 
made,  for  the  reason  that  the  company  had  main¬ 
tained  a  sinking  fund  for  the  protection  of  its 
property  against  depreciation,  and  is  annually 
setting  aside  a  portion  of  its  earnings  and  adding 
the  same  to  such  fund,  and  that  the  record  fails  to 
disclose  that  the  rates  of  fare  heretofore  fixed  by 
the  commission  have  been  adequate  to  justify  any 
deduction  for  accrued  depreciation  from  the  fair 
value  of  the  company’s  property.  It  appears  from 
the  record  that  the  company  has  a  sinking  fund, 
for  depreciation  of  $2,075,155.18  of  which  $1,156,- 
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930.70  is  ‘ invested  in  property  of  the  company,’ 
and  the  residue  is  in  cash  and  productive  isecuri- 
ties.  It  also  appears  that  the  property  of  the  com¬ 
pany  has  been  maintained  in  the  highest  condition 
in  point  of  material  construction  and  efficiency; 
and  there  is  no  testimony  in  the  record  as  to  actual 
depreciation  of  the  property. 

We  are  convinced  that  under  all  the  <bircum- 
stances  the  decision  of  the  lower  court  uplon  this 
subject  should  not  be  disturbed.  On  the! record 
before  us  any  such  deduction  would  necessarily 
rest  upon  doubtful  theories  only.  It  may\  be  as¬ 
sumed  that  the  sinking  fund  maintained  \by  the 
company,  part  of  which  has  been  employed  con¬ 
sistently  with  its  proper  purpose,  is  sufficient  to 
balance  the  actual  depreciation  of  the  property, 
and  this  fund  does  not  enter  into  the  rate-bearing 
valuation.” 

i 

i 

i 

In  the  present  instance  the  proof  (even  with  Zelin- 
ski’s  testimony  taken  for  whatever  it  might  be  worth) 
is  to  the  effect  that  while  there  is  depreciation  in  the 
properties  the  amount  of  such  depreciation  is  not  de¬ 
termined  and  that  so  far  as  The  Capital  Traction 
Company  is  concerned  it  is  maintaining  a  sinking-  fund 
in  which  there  is  a  balance  of  over  three  million  dol¬ 
lars  (R.  412,  596,  appellants’  brief  p.  71)  which  “it 
mav  be  assumed”  is  sufficient  to  balance  the!  actual 
depreciation  of  the  property  and  this  fund  does  not 
enter  into  the  rate-bearing  valuation. 

As  to  the  matter  of  depreciation  and  the  method  of 
accounting  therefor  in  the  case  of  the  Washington 
Railway  &  Electric  Company  the  record  shows  the 
following  without  contradiction. 

The  qualifications  of  Mr.  William  F.  Ham^  Presi¬ 
dent  of  the  Washington  Railway  and  Electric  Com¬ 
pany,  as  an  expert  in  accounting  principles  &nd  ac¬ 
counts  cannot  seriously  be  questioned  (R.  184-188). 
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Mr.  Ham  in  answer  to  questions  by  Commissioner 
Hartman  (R.  207-215)  stated  that  his  interpretation 
of  the  prescribed  classification  was  that  as  work  pro¬ 
gressed  on  replacement  jobs,  all  costs  were  charged 
to  the  appropriate  operating  expense  accounts  and  on 
completion  of  the  job,  analysis  of  the  actual  costs  of 
new  work  and  of  the  original  units  replaced  was  made 
by  the  Engineering  Department  and  determination 
was  then  made  of  amounts  deemed  applicable  to  capi¬ 
tal  accounts  under  the  prescribed  accounting  classifica¬ 
tions;  that  the  amounts  deemed  chargeable  to  depre¬ 
ciation  were  determined  in  their  accounting  depart¬ 
ment;  that  the  amounts  for  capital  and  depreciation 
so  determined  were  credited  to  the  appropriate  expense 
account  and  charged  to  appropriate  capital  accounts 
and  to  depreciation  account,  respectively,  the  balance 
remaining  in  expense  accounts  to  which  amounts  were 
originally  charged ;  that  this  was  representative  of  the 
accounting  methods  used  for  all  similar  jobs;  that  it 
was  a  correct  statement  of  their  procedure  to  state  that 
their  method  of  accruing  current  depreciation  is  based 
on  Order  No.  339,  and  that  in  addition  to  the  annual 
depreciation  as  of  July  1,  1914,  as  developed  in  Table 
67  of  that  order,  they  accrue  each  three  months  on  net 
additions  and  betterments,  based  on  the  rates  shown 
in  Table  39  of  percentage  of  reproduction  cost  for 
annual  depreciation  applicable  to  the  various  accounts 
and  charge  to  the  appropriate  depreciation  account 
(Way  &  Structures,  Equipment,  etc.)  and  credit  ac¬ 
crued  depreciation  (account  443) ;  that  for  the  conveni¬ 
ence  of  accounting  all  of  the  expenditures  are  first 
charged  to  operating  expenses  and  they  might  just  as 
well  be  charged  to  suspense  until  the  particular  job  is 
complete.  Mr.  Ham  then  after  stating  the  history  as 
to  the  question  of  accounting  and  depreciation  rela- 
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five  to  any  action  or  orders  of  the  Commission  con¬ 
tinued  by  saying:  (R.  211)  the  result  of  the  situation 
is  that  the  Public  Utilities  Commission  has  never  pre¬ 
scribed  any  rules  or  regulations  with  reference  to  ac¬ 
count  in g  for  depreciation,  and  he  contends ,  and  has 
contended  throughout  all  the  hearings  previously  re¬ 
ferred  to  before  the  Public  Utilities  Commission,  that 
the  latv  creating  said  Commission  has  stated  that  the 
Commission  shall  prescribe  rules ,  regulations  and 
forms  of  account  regarding  depreciation,  and  that  the 
rates  of  depreciation  shall  be  sufficient  to  provide  the 
amounts  required  over  and  above  the  expense  of  main¬ 
tenance,  to  keep  such  property  in  a  state  of  efficiency 
corresponding  to  the  progress  of  the  industry.  (Utili¬ 
ties  Act  par.  16).  Mr.  Ham  explained  why  the  decimal 
of  94/202  is  the  only  part  that  the  company  charges 
against  depreciation  because  it  was  believed  that  the 
Commission,  in  basing  rates  of  depreciation  upon  val¬ 
ues  of  1914,  made  wholly  inadequate  provisions  for 
replacements  in  1919  and  thereafter  to  bq  made 
through  the  depreciation  reserve,  that  they  committed 
just  as  much  of  an  error  in  fixing  depreciation  tates  on 
reproduction  prices  of  1914  as  they  did  in  fixing  value 
upon  prices  of  1914  and  that  now  there  was  substantive 
law,  back  of  them,  holding  that  depreciation  charges 
should  be  based  upon  the  value  of  the  property  at  the 
time  it  is  being  used  for  the  public’s  use,  and  n!ot  upon 
cost,  and  therefore,  the  rates  fixed  by  the  Commission 
in  its  order  of  1919,  if  correctly  stated  as  to  proper 
lives  which  are  based  upon  the  1914  prices,  will  not  be 
sufficient  to  maintain  the  property  in  a  condition  cor¬ 
responding  with  the  development  of  the  art,  because  it 
is  manifest  that  property  cannot  be  replaced  now  at 
costs  which  prevailed  in  1914. 

The  United  States  Supreme  Court  very  recently, 

i 

! 

j 

i 

i 

i 

i 
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January  6,  1930,  ruled  directly  upon  this  question  and 
the  same  upholds  the  contention  of  Mr.  Ham  as  stated. 

In  The  United  Railways  and  Electric  Company  of 
Baltimore  vs.  Public  Service  Commission,  supra,  the 
Court  in  its  opinion  stated : 

“Upon  application  of  the  company  to  the  com¬ 
mission,  made  in  1927,  for  an  increase  in  fares, 
the  commission  passed  an  order  making  an  in¬ 
crease,  hut  not  to  the  extent  sought.  Thereupon, 
suit  was  brought  in  a  state  circuit  court  on  the 
grounds  that  the  rate  fixed  by  the  commission  was 
confiscatory  and  that  the  annual  allowance  for 
depreciation  was  calculated  upon  a  wrong  basis, 
namely,  upon  cost,  instead  of  present  value  of  de¬ 
preciable  property.  The  circuit  court,  in  an  able 
opinion,  sustained  the  company  upon  both 
grounds,  and  enjoined  the  enforcement  of  the  com¬ 
mission’s  order.  On  appeal,  the  court  of  appeals 
upheld  the  view  of  the  circuit  court  in  respect  of 
depreciation,  but  held  the  rate  of  return  not  con¬ 
fiscatory.  155  Md.  572.  Thereupon,  the  commis¬ 
sion  increased  the  depreciation  allowance  in 
accordance  with  the  decree  of  the  court  and  adjust¬ 
ed  the  rate  of  fare  to  the  extent  necessary  to  ab¬ 
sorb  the  increased  allowance.  A  second  suit  and 
an  appeal  to  the  court  of  appeals  followed,  and 
that  court  entered  a  decree,  —  Md.  — ;  145  Atl. 
340,  sustaining  the  action  of  the  commission;  and 
it  is  that  decree  which  is  here  for  review. 

“The  facts7  so  far  as  we  find  it  necessary  to 
review  them,  are  not  in  dispute.  The  company 
since  1899  has  owned  and  operated  all  the  street 
railway  lines  in  the  City  of  Baltimore.  Its  present 
capital  structure  consists  of  $24,000,000  of  common 
stock,  $38,000,000  of  ordinary  bonded  indebted¬ 
ness,  and  $14,000,000  of  perpetual  income  bonds 
redeemable  at  the  option  of  the  company  after 
1949.  Due  to  the  increased  use  of  automobiles, 
the  total  number  of  passengers  carried  has  for 
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some  time  steadily  decreased,  while  the  number 
carried  during  the  4 rush  hours’  has  increased. 
This  has  resulted  in  an  increase  of  expenses  in 
proportion  to  the  whole  number  of  passengers  car¬ 
ried,  since  equipment,  etc.,  must  be  maitnained  and 
men  employed  sufficient  to  care  for  the  increased 
business  of  the  ‘rush  hours,’  notwithstanding  their 
reduced  productiveness  during  the  hours;  of  de¬ 
creased  business.  Since  the  war  operating  ex¬ 
penses  have  almost  if  not  quite  doubled. ! 

#  #  #  *  *  #  *  i  * 


“The  allowance  for  annual  depreciation  made 
by  the  commission  w’as  based  upon  cost.  The 
court  of  appeals  held  that  this  was  erroneous  and 
that  it  should  have  been  based  upon  present  value. 
The  Court  ’s  view  of  the  matter  was  plainly  right. 
One  of  the  items  of  expense  to  be  ascertained  and 
deducted  is  the  amount  necessary  to  restore  prop¬ 
erty  worn  out  or  impaired,  so  as  continuously  to 
maintain  it  as  nearly  as  practicable  at  the  same 
level  of  efficiency  for  the  public  service.  The 
amount  set  aside  periodically  for  this  purpose  is 
the  so-called  depreciation  allowance.  Manifestly, 
this  allowance  cannot  be  limited  by  the  briginal 
cost,  because,  if  values  have  advanced,  thd  allow¬ 
ance  is  not  sufficient  to  maintain  the  level  of  effi¬ 
ciency.  The  utility  ‘is  entitled  to  see  that  from 
earnings  the  value  of  the  property  invested  is 
kept  unimpaired,  so  that  at  the  end  of  an^  given 
term  of  years  the  original  investment  remains  as 
it  was  at  the  beginning.’  Knoxville  v.  Water  Co., 
212  U.  S.  1,  13-14.  This  naturally  calls  for  ex¬ 
penditures  equal  to  the  cost  of  the  worn  out  equip¬ 
ment  at  the  time  of  replacement;  and  this,! for  all 
practical  purposes,  means  present  value.  It  is  the 
settled  rule  of  this  Court  that  the  rate  base  is 
present  value,  and  it  w’ould  be  w’holly  illogical  to 
adopt  a  different  rule  for  depreciation. 


* 


“We  conclude  that  an  injunction  should  have 
been  granted  against  the  commission’s  order.” 


i 

i 

i 
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Thus  it  clearly  appears  that  the  Commission’s  aver¬ 
ments  and  criticisms  as  to  the  Washington  Railway  & 
Electric  Company’s  method  of  accounting  and  treat¬ 
ment  of  depreciation  are  not  justified  and  are  wholly 
unfair  for  the  reasons  stated  by  Mr.  Ham  and  ruling  of 
the  Supreme  Court  on  the  question  of  depreciation.  If 
there  are  any  discrepancies  the  Commission  certainly 
does  come  in  at  a  late  time  with  them,  for  as  hereinbe¬ 
fore  stated  the  books  and  accounts  of  the  said  Company 
are  and  have  always  been  open  to  the  Commission  and 
the  Company  has  always  given  the  Commission  such 
facts  in  its  reports  which  have  never  been  excepted  to 
until  now. 


Abandonments 

If  the  foregoing  questions  of  depreciation  and  of 
abandonments,  which  the  Commission,  for  the  first 
time,  attempted  to  raise  in  its  answer,  are  proper  to 
be  considered  now,  then  they  are  fully  and  completely 
answered  by  the  affidavits  of  Mr.  William  F.  Ham, 
President  of  the  Washington  Railway  &  Electric  Com¬ 
pany  and  Mr.  Alfred  G.  Neal,  Vice-President  and 
Comptroller  of  said  Company,  filed  in  this  cause  on  the 
30th  day  of  January,  1930. 

Mr.  Ham  in  his  said  affidavit  deposes  and  says, 
among  other  things,  as  follows : 

6 4  that  the  existing  rates  have  not  been  sufficient 
to  provide  the  amounts  required  over  and  above 
the  expenses  of  operating  expenses,  taxes  and 
maintenance  and  in  the  absence  of  the  ascertain¬ 
ment  and  determination  by  the  Public  Utilities 
Commission  of  proper  and  adequate  rates  of  de¬ 
preciation  of  the  several  classes  of  property  of 
the  plaintiff  by  said  Public  Utilities  Commission, 
pursuant  to  paragraph  16  of  the  Public  Utilities 
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Act,  it  has  charged  a  portion  of  its  track  renewals 
to  operating  expenses  which  might  otherwise  have 
been  provided  for  by  charges  for  depreciation  if 
properly  determined  by  said  commission ;  that  this 
has  resulted  in  no  improper  charges  to  operating 
expenses  and  has  avoided  any  improper  additions 
to  the  plaintiff ’s  claim  of  valuation;  and  that  there 
has  been  no  substantial  change  in  the  uses  to  Which 
the  property  of  the  plaintiff  was  put  at  the|  time 
of  the  valuation  made  by  the  Commission,  ahd  al¬ 
leged  in  its  bill  of  complaint ;  that  in  all  instances 
where  there  has  been  a  retirement  of  property  of 
the  plaintiff,  it  has  been  properly  treated  in  its 
accounts,  and  such  retirements  are  not  included 
in  its  valuation  figures  alleged  in  said  bill;  that 
the  transportation  business  of  said  Company  is 
now  being  conducted  at  a  loss,  said  existing!  rates 
of  fare  now  charged  being  grossly  inadequate  and 
that  the  said  Company  is  now  confronted  w^th  an 
emergency  which  requires  immediate  relief  if  it  is 
to  continue  to  efficiently  perform  its  transporta¬ 
tion  service  and  prevent  other  losses  therein.” 

i 

Mr.  Neal  in  his  said  affidavit  deposes  andj  says, 
among  other  things,  as  follows: 

i 

“that  he  is  Vice-President  and  Comptroller  of  the 
Washington  Railway  &  Electric  Company,  plain¬ 
tiff  in  the  above  entitled  cause ;  that  for  j  about 
twenty-seven  years  he  has  been  employed  I  in  ac¬ 
counting  matters  and  for  twelve  years  ha6  been 
intimately  identified  and  associated  with  the!  plain¬ 
tiff  Washington  Railway  &  Electric  Company  as 
Comptroller,  and  Vice-President  and  Comptroller ; 
that  as  such  he  has  been  in  charge  of  the  account¬ 
ing  and  statistical  records  of  the  Company  land  is 
charged  with  the  duty  of  making  reports  ito  the 
Public  Utilities  Commission,  as  required  by  law; 
that  he  has  intimate  and  personal  knowledge  of 
its  business  and  affairs ;  that  he  has  personal  and 
intimate  knowledge  of  the  facts  stated  in  the  plain- 
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tiff’s  Bill  of  Complaint  filed  herein  and  knows  such 
facts  to  be  true;  *  *  * 

“that  the  existing  rates  have  not  been  sufficient 
to  provide  the  amounts  required  over  and  above 
the  expenses  of  operating  expenses,  taxes  and 
maintenance  and  in  the  absence  of  the  ascertain¬ 
ment  and  determination  by  the  Public  Utilities 
Commission  of  proper  and  adequate  rates  of  de¬ 
preciation  of  the  several  classes  of  property  of 
the  plaintiff  by  said  Public  Utilities  Commission 
pursuant  to  paragraph  16  of  the  Public  Utilities 
Act — ,  it  has  charged  a  portion  of  its  track  re¬ 
newals  to  operating  expenses  which  might  other¬ 
wise  have  been  provided  for  by  charges  for 
depreciation  if  properly  determined  by  said  com¬ 
mission;  that  this  has  resulted  in  no  improper 
charges  to  operating  expenses  and  has  avoided  any 
improper  additions  to  the  plaintiff’s  claim  of  val¬ 
uation;  and  that  there  has  been  no  substantial 
change  in  the  uses  to  which  the  property  of  the 
plaintiff  was  put  at  the  time  of  the  valuation  made 
by  the  Commission,  and  alleged  in  its  bill  of  com¬ 
plaint;  that  in  all  instances  where  there  has  been 
a  retirement  of  property  of  the  plaintiff,  it  has 
been  properly  treated  in  its  accounts,  and  such 
retirements  are  not  included  in  its  valuation  fig¬ 
ures  alleged  in  said  bill ;  that  the  transportation 
business  of  said  Company  is  now  being  conducted 
at  a  loss,  said  existing  rates  of  fare  now  charged 
being  grossly  inadequate  and  that  the  said  Com¬ 
pany  is  now  confronted  with  an  emergency  which 
requires  immediate  relief  if  it  is  to  continue  to 
efficiently  perform  its  transportation  service  and 
prevent  other  losses  therein.” 

The  Commission  having  failed  to  ascertain  and  de¬ 
termine  proper  and  adequate  rates  of  depreciation  of 
the  several  classes  of  property  of  the  said  Company, 
pursuant  to  paragraph  16  of  the  Public  Utilities  Act, 
it  certainly  cannot  come  into  this  Court,  in  good  grace, 
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and  for  the  first  time  challenge  and  refuse  to  recognize 
the  valuations  heretofore  found  and  determined  and 
which  the  statute  says  are  valid  and  binding  upoh  this 
Commission  as  now  composed. 

Unreasonableness  of  Commission’s  Action 

I 

Further,  the  Commission  by  its  Order  appealedlfrom 
and  its  answer  herein  filed  appears  to  assume  that  a 
new  inventory  and  a  new  valuation  are  necessary  to  de¬ 
termine  accurately  the  present  fair  value  of  the  prop¬ 
erty  of  the  Washington  Railway  &  Electric  Company, 
and  that  only  a  short  time  would  be  required  therefor 
and  that  the  said  Company  is  not  entitled  by  reason 
thereof  to  any  relief  at  this  time,  nor  until  a  new  in- 
ventory  is  taken  and  a  new  valuation  is  found.  ;  Such 
an  assumption  is  preposterous  in  view  of  the  timei here¬ 
tofore  taken  in  the  making  of  an  inventory  and  aj  valu¬ 
ation  of  the  Company’s  property,  and  that  of  'other 
local  utilities.  It  is  a  matter  of  common  knowledge 
that  the  taking  of  a  new  inventory  and  the  making  of 
a  new  valuation,  such  as  the  Commission  suggests, 
would  require  from  two  to  five  years,  or  pobsibly 
longer. 

The  bill  and  record  herein  show  that  valuation  pro¬ 
ceedings  were  started  by  the  Commission  in  1914,  and 
that  it  was  not  until  the  4th  day  of  September,;  1919, 
that  the  Commission  announced  its  opinion  and  order, 
stating  the  fair  value  of  the  Washington  Railway  & 
Electric  Company  and  its  subsidiaries,  as  of  July  1, 
1914,  from  which  Order  said  Railway  filed  certain  bills 
in  the  Supreme  Court,  D.  C.,  alleging  the  valuations 
so  established  to  be  inadequate,  unlawful  and  confis¬ 
catory,  which  appeals  are  now  pending  in  said  Court. 
(Bill  par.  6,  R.  131.)  In  the  case  of  The  Capital  Trac- 
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tion  Company  the  valuation  proceeding  relied  upon  in 
its  bill,  was  started  by  tlie  Commission  in  1914,  and 
not  until  1927  was  it  finally  determined  by  the  Court  of 
Appeals  of  the  District  of  Columbia. 

Therefore,  the  said  assumption  of  the  Commission 
is  most  unreasonable  and  unjust  in  refusing  to  ac¬ 
knowledge  its  findings  heretofore  made,  upon  which  the 
record  shows  that  the  property  of  the  appellees  is 
being  daily  confiscated  bv  reason  of  an  insufficient  rate 
of  fare. 


ACCOUNTING  METHODS 

Under  this  heading  the  only  apparent  criticism  which 
the  Commission  has  of  The  Capital  Traction  Company 
is  that  it  had  not  been  able  to  successfully  allocate  ex¬ 
penses  between  the  District  and  Maryland  (appellants ’ 
brief,  page  74),  but  it  must  be  remembered  that  while 
Mr.  Heberle  had  so  testified  with  respect  to  past  opera¬ 
tions  he  did,  at  the  instance  of  the  Commission,  do 
all  that  could  be  done  to  make  such  allocation  for  the 
purposes  of  this  case  with  results  which  were  appar¬ 
ently  beyond  criticism  of  the  Commission  (Record  398) 

INCOME  TAXES 

The  question  of  the  proper  treatment  of  Federal  in¬ 
come  taxes  paid  by  the  Companies  as  an  element  for 
consideration  in  this  case  was  raised  by  Commissioner 
Hartman.  This  same  question  was  involved  in  the 
Great  Falls  Gas  Company  case  before  the  Montana 
Public  Service  Commission,  October  25,  1928,  P.  U.  R. 
1928E,  803,  847,  in  which  the  Commission  said : 

“From  its  estimated  net  income  after  deprecia¬ 
tion  the  Utility  in  its  rate  study  makes  a  deduction 
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in  the  sum  of  $6,000  to  cover  its  estimate  of  income 
tax  that  it  will  have  to  pay  to  the  United  'States. 
Under  the  Federal  law  corporations  are  required 
to  pay  an  income  tax  of  12  Vo  per  cent  on  their  net 
income,  and  their  stockholders,  as  individuals,  are 
relieved  from  including  the  dividends  received  in 
their  taxable  income.  Whether  this  tax  should  be 
treated  as  an  operating  expense,  in  the  same  man¬ 
ner  that  general  taxes  are  treated  and  be  passed 
on  to  the  consumer  in  the  form  of  higher  rates 
for  service,  or  whether  Federal  income  tax  should 
be  treated  as  a  deduction  from  income  anc^  go  to 
the  reduction  of  dividends  otherwise  payable  was 
a  much  mooted  question  until  the  decision;  of  the 
Supreme  Court  in  Galveston  Electric  Co.  y.  Gal¬ 
veston,  258  U.  S.,  388,  66  L  ed.  678,  P.  U.  R. J922D, 
159,  169,  42  Sup.  Ct.  Rep.  351,  wherein  the  Court 
held  that  Federal  income  tax  was  to  be  included 
in  operating  expenses  the  same  as  any  other  tax, 
but  that  it  was  proper  in  fixing  a  fair  rate  of  re¬ 
turn  to  take  cognizance  of  the  deduction.  In  that 
case,  Mr.  Justice  Brandeis,  speaking  for  the!  Court, 
said: 

i 

‘In  calculating  whether  the  5-cent  fare  will 
yield  a  proper  return,  it  is  necessary  to  deduct 
from  gross  revenue  the  expenses  and  charges; 
and  all  taxes  which  would  be  payable  i^  a  fair 
return  were  earned  are  appropriate  deductions. 
There  is  no  difference  in  this  respect  between 
state  and  Federal  taxes  or  between  income  taxes 
and  others.  But  the  fact  that  it  is  the  Federal 
corporate  income  tax  for  which  deduction  is 
made,  must  be  taken  into  consideration  in  deter¬ 
mining  what  rate  of  return  shall  be  deemed  fair. 
For  under  Sec.  216,  the  stockholder  doesinot  in¬ 
clude  in  the  income  on  which  the  normal  Federal 
tax  is  payable  dividends  received  from  the  cor¬ 
poration.  This  tax  exemption  is,  therefore,  in 
effect,  part  of  the  return  on  the  investment.’ 
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4 ‘In  the  later  case  of  Georgia  R.  &  Power  Co.  v. 
Railroad  Commission,  262  U.  S.  625,  67  L  ed.  1144, 
P.  U.  R.  1923D,  1,  6,  43  Sup.  Ct.  Rep.  680,  the 
subject  was  again  before  the  Court  and  in  holding 
that  the  lower  court  erred  in  disallowing  Federal 
income  tax  as  a  proper  operating  charge,  Judge 
Brandeis,  speaking  for  the  Court,  again  remarked 
that  the  fact  of  this  deduction  should  be  taken  into 
consideration  bv  a  regulatory  Commission  in  de- 
termining  the  fair  rate  of  return.  To  quote  Mr. 
Justice  Brandeis: 

’It  must  be  borne  in  mind,  as  pointed  out  in 
Galveston  Electric  Co.  v.  Galveston,  supra,  that, 
since  dividends  from  the  corporation  are  not 
included  in  the  income  on  which  the  normal  Fed¬ 
eral  tax  is  payable  by  stockholders,  the  tax  ex¬ 
emption,  is,  in  effect,  an  additional  return  on 
the  investment.  A  return  of  7%  per  cent — in 
addition  to  this  tax  exemption — can  not  be 
deemed  confiscatory.’ 

“A  difference  of  opinion  has  arisen  as  to  the 
manner  of  giving  effect  to  the  rule  of  the  Galveston 
and  Georgia  Railway  cases,  supra.  In  Re  Phila¬ 
delphia  Rapid  Transit  Co.,  P.  U.  R.  1926B,  385, 
411,  a  decision  by  the  Pennsylvania  Public  Service 
Commission,  illustrates  the  divergent  views.  The 
majority  of  the  Commission  in  that  case  held  ‘the 
true  rule  under  the  Galveston  case,  supra,  and  in 
York  v.  Public  Service  Commission,  85  Pa.  Super. 
Ct.  139,  in  our  judgment  is  to  first  include  the  total 
tax  in  expenses,  and  then  deduct  the  amount  of  the 
resulting  exemption  from  the  fair  return  other¬ 
wise  allowable.’  The  majority  found  that  the  ‘re¬ 
sulting  exemption’  amounted  to  40  per  cent  and 
deducted  that  percentage  of  the  estimated  income 
tax  from  the  allowable  fair  return.  The  minority 
held  to  the  opinion  that  ‘the  Commission  should 
deduct  the  entire  amount  of  Federal  income  tax 
included  in  operating  expenses  from  the  amount 
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of  fair  return  that  would  otherwise  be  allojwed.* 
We  are  inclined  to  view  the  majority  decision  as 
the  correct  method  of  measuring  the  resulting  ex¬ 
emption  to  a  stockholder. 9  ’ 

GOING  CONCERN  VALUE 

Under  this  heading  appellants  in  their  brief  (page 
76)  say  that  I 

“In  the  valuations  of  both  Companies  theyr  have 
been  given  credit  for  an  intangible  element  known 
as  going  concern  value.’ ’  j 

i 

i 

and  argue  that  private  automobiles  and  taxicab  com¬ 
petition  have  largely  deprived  the  Companies  of  such 
value.  The  courts  generally  have  held  that  goin^  con¬ 
cern  value  cannot  be  measured  by  earnings  or  j  good¬ 
will  j 

Wilcox  v.  Consolidated  Gas  Co.,  supra;  I 
Cedar  Rapids  Gas  Light  Co.  v.  Cedar  Rapids, 
223  U.  S.  655,  670,  56  L  ed.  594,  604;  j 
Des  Moines  Gas  Co.  v.  Des  Moines,  238  U.  S. 
153,  165,  59  L  ed.  1244,  1250.  | 


and  the  Commission  refused  to  include  any  such  ele¬ 
ment  in  its  valuations  of  these  Companies.  Reference 
to  Order  No.  338  of  the  Commission,  being  its  valua¬ 
tion  of  The  Capital  Traction  Company  (which  t}y  stip¬ 
ulation  was  made  a  part  of  the  Record  in  this  case), 
pages  87  to  98  shows  that  the  Commission  refused  to 
allow  the  claims  of  that  Company  “representing  the 
value  of  established  business,  franchises,  good-will, 
organization,”  etc.  They  said:  (p.  88) 

i 

i 

“In  the  opinion  of  the  commission,  whatever 
merit  this  claim  of  the  company  may  ha^e  rests 
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entirelv  in  connection  with  that  other  element  of 
fair  value,  actual  cost,  or  historical  cost.  *  *  1X1 
‘‘As  previously  stated,  the  commission  is  of  the 
opinion  that  some  allowance  on  reasonable  hy¬ 
potheses  and  based  on  facts  should  be  made  for 
going  value  in  connection  with  the  element,  cost 
of  reproduction,  and  over  and  above  the  bare 
bones  thereof.  But  such  allowance  the  commis¬ 
sion  has  already  made:  First,  by  appraising  the 
property  on  the  basis  that  each  part  thereof  will 
continue  to  be  used  until  its  useful  life  is  termi¬ 
nated  by  wear  and  tear,  obsolescence,  inadequacy, 
or  other  similar  cause,  and  by  allowing  for  all 
items  of  cost  necessary  to  put  the  plant  into  oper¬ 
ation,  as  an  operating  entity,  as  set  down  in  the 
Supreme  Court  decision  in  l)es  Moines  Gas  Case 
(Des  Moines  Gas  Co.  v.  Des  Moines,  238  U.  S. 
153,  165) ;  and,  Secondly,  by  the  inclusion  of  cost 
of  development  as  hereinbefore  discussed  (com¬ 
pany  claim  h),  these  costs  partaking  of  the  nature 
of  proper  and  necessary  early  losses  not  compen¬ 
sated  for  by  later  gains.” 

And  on  the  same  page  (89)  in  the  Commission’s  tabu¬ 
lation  of  its  findings  it  included  “intangible  elements 
of  value” 


“(b)  Right-of-way  costs .  S  571,2S1.00 

(h)  Development  costs .  1,375,000.00 


$1,946,281.00” 


These  actual  costs  were  the  only  intangible  elements 
of  value  included  either  in  the  Commission’s  valua¬ 
tion,  or  that  of  this  Court  (the  Court  of  Appeals),  the 
latter  sustaining  the  Commission  in  its  refusal  to  in¬ 
clude  the  item  representing  franchises  and  good-will 
but  including  this  same  item  $1,946,281  for  intangible 
elements  of  value  and  for  “certain  right-of-way  ex¬ 
penditures  and  development  costs  allowed  by  the  Com- 
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mission  and  not  questioned  by  plaintiff  company” 
(Record  37).  This  Court  further  said: 


“  These  items  aggregate  $25,756,880  and  repre¬ 
sent  the  total  reproduction  cost  new  without  de¬ 
duction  for  depreciation  of  the  company’s  line  as 
of  January  1,  1925,  considered  as  a  going  concern, 
but  not  including  franchises  or  good  will.V 


If  public  utility  companies  are  not  entitle^  to  any 
increase  in  their  values  when  they  are  monopolies  and 
free  from  competition  how  can  it  be  argued  thjat  their 
values  must  be  decreased  when  they  are  subjected  to 
competition?  This  same  question  was  attempted  to 
be  raised  in  the  recent  Baltimore  fare  case  in! the  Su¬ 
preme  Court  of  the  United  States  but  without  avail. 
And  where  in  this  Record  is  there  anything  to  sub¬ 
stantiate  the  statement  in  appellants’  brief  (j)age  80) 
that  competition  was  almost  entirely  absent  at  the 
time  of  the  previous  valuation,  or  that  the  value  of 
these  utilities  in  the  minds  of  many  is  approaching 
obsolescence?  And  is  there  in  this  Record  of  other¬ 
wise,  for  that  matter,  any  ‘  4  question  of  the  justification 
of  the  existence  of  the  railroad  as  an  agency  df  public 


service. 


THE  COURT  DID  NOT  ERR  IN  GRANTING 
INCREASE  IN  FARE 


As  has  been  shown,  and  as  was  referred  to  by  the 
Court  below  in  its  opinion,  the  Commission  criticised 
the  method  of  accounting  for  certain  items  of  property 
of  The  Capital  Traction  Company,  amounting  in  total 
to  an  insignificant  sum,  which  was,  without  cohceding 
the  position  of  the  Commission  with  respect  thereto, 
deducted  by  the  Company  and  by  the  Court  in  arriv- 
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ing  at  the  minimum  base  value  upon  which  its  return 
should  be  computed.  And  after  making  all  such  con¬ 
cessions  and  assuming  such  minimum  values,  with  re¬ 
spect  to  which  there  was  no  contradictory  evidence 
whatever,  the  rates  of  return  were  in  the  case  of  The 
Capital  Traction  Company,  3.64  per  cent  for  the  year 
1928  and  for  the  Washington  Railway  &  Electric  Com¬ 
pany  4.32  per  cent  for  the  year  1928  (R.  97). 

With  respect  to  this  situation  of  the  record  the  court 
below  in  its  opinion  (R.  169,  170)  said: 

4 ‘At  the  hearing  the  railways  relied  upon  these 
valuations  as  of  their  respective  dates,  together 
with  testimony  as  to  additions,  retirements, 
changes  in  value  and  other  matters  in  order  to 
show  the  value  at  the  date  of  the  hearing  and  that 
the  rate  of  fare  in  force  produced  an  entirely 
inadequate  return  upon  the  value  of  the  proper¬ 
ties.  *  *  * 

“This  is  not  a  proceeding  for  the  valuation  of 
the  properties  of  the  railways,  and  the  question 
of  value  involved  is  only  important  upon  the  ques¬ 
tion  of  the  rate  of  return  upon  the  properties. 
If  then  it  should  appear  that  allowing  for  any 
errors  on  the  part  of  the  companies,  the  rate  of 
return  under  the  present  rate  of  fare  is  confisca¬ 
tory  as  based  upon  what  the  evidence  shows  to 
be  the  minimum  value  of  the  properties,  the  errors 
and  over  valuation  may  be  disregarded.  *  *  * 

“Taking  the  valuation  of  Capital  Traction  Com¬ 
pany  fixed  by  the  Court  of  Appeals  as  of  January 
1,  1925,  and  the  testimony  as  to  net  additions,  etc., 
since  that  time,  and  excluding  those  items  which 
the  Commission  claimed  should  not  be  allowed,  the 
value  of  the  properties  of  that  Company,  as  of 
December  31,  1928,  would  be  $25,728,683.00.  The 
income  computed  in  the  same  manner  was  $916,- 
765.81,  a  return  of  3.57  %  of  this  valuation. 

“As  to  the  Washington  Railway  and  Electric 
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Company  the  company  claims  that  there  shbuld  be 
added  to  the  valuation  of  June  30,  1919,  $16,106,- 
368.14,  the  sum  of  $2,989,908.85,  which  with  Certain 
deductions  would  total  $19,210,899.33.  Th^t  there 
have  been  net  additions  there  is  no  doubt,  but  tak¬ 
ing*  the  Commission’s  valuation  of  December  31, 
1921,  $17,236,409.58,  the  income  for  the  ye^r  1928, 
$816,196.43,  would  produce  a  return  of  4.^3%  on 
this  valuation. 

“The  present  rate  of  fare,  therefore,  furnishes 
a  return  which  is  clearly  inadequate.” 

The  Record  also  showed,  without  dispute,  thajt  a  fair 
rate  of  return  for  street  railways  and  otherj  public 
utilities  was  not  less  than  7V2  per  cent,  as  ruled  not 
only  by  the  Courts  of  the  District  of  Columbia  and 
other  state  and  Federal  courts,  but  by  the  Supreme 
Court  of  the  United  States  in  United  Railways  &  Elec¬ 
tric  Company  v.  West,  supra,  and  that  Thb  Capi¬ 
tal  Traction  Company  return  was  7 %  per  cent  on  only 
$12,631,886  and  7  per  cent  on  $13,534,164  (Exhibit  No. 
8,  Record  516)  as  compared  to  a  proven  value  for  1928 
of  at  least  $25,728,683,  as  shown  by  the  evidejnce  and 
found  by  the  Court;  that  the  Washington  Railway  & 
Electric  Company’s  income  available  for  return  for 
the  year  1928  was  $775,182  which  is  7%  per  cent  on 
only  $10,882,613  as  compared  with  the  minimum  and 
inadequate  value  of  $17,236,409  as  of  December,  1921, 
the  figure  also  used  by  the  Court  in  its  opinion  (Rec¬ 
ord  171).  | 

Whether  the  Companies  by  this  proof  as  (to  their 
values,  their  incomes  available  for  return  and  the  in¬ 
adequate  rate  of  return  afforded  by  the  then  (existing 
rates  of  fare,  had  sustained  the  burden  of  pi^oof  was 
and  is  a  judicial  question  which  the  Court  below  an¬ 
swered  in  the  affirmative.  We  submit  that  the  Com- 
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mission  will  not  be  beard  in  a  court  of  justice  to  arbi¬ 
trarily  say  that,  although  the  applicants  in  this  case 
produced  clear,  convincing,  uncontradictory,  and  un¬ 
disputed  proof  establishing  all  of  the  principal  and 
necessary  elements  of  fact  to  be  determined,  they  had 
not  sustained  the  burden  of  proof. 

Such  rates  of  return  as  are  shown  to  exist  in  this 
case  are  unquestionably  unreasonable,  inadequate  and 
confiscatory  of  the  appellees  ’  property.  They  are  far 
below  any  rate  which  the  Courts  have  held  to  be  ade- 
quate  or  reasonable. 

In  an  opinion  in  the  case  of  Board  of  Public  Utilities 
Commissioners  v.  New  York  Telephone  Co.,  271  U.  S. 
23,  70  L  ed.  808  in  the  Supreme  Court  of  the  United 
States  it  was  held  that  4.13  per  cent  under  one  compu¬ 
tation  and  4.93  per  cent  under  another  teas  unreason¬ 
ably  low  and  confiscatory. 

In  Blue  field  Water  Works  &  Improvement  Company 
v.  Public  Service  Commission,  supra,  the  same  Court 
said: 


“In  this  case  the  record  shows  that  the  rate  of 
return  has  been  low  through  a  long  period  up  to 
the  time  of  the  inquiry  by  the  commission  here  in¬ 
volved.  *  *  *  Under  the  facts  and  circumstances 
indicated  by  the  record,  we  think  that  a  rate  of  re¬ 
turn  of  6  per  cent  upon  the  value  of  the  property 
is  substantially  too  low  to  constitute  just  compen¬ 
sation  for  the  use  of  the  property  employed  to 
render  the  service.” 

In  the  case  of  Missouri  ex  rel  Southwestern  Bell 
Telephone  Co.  v.  Public  Service  Commission,  supra, 
the  Supreme  Court  of  the  United  States  said  (985) : 


“the  commission  estimated  the  annual  net 
profits  on  operations  available  for  depreciation 
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and  return  as  $2,828,617.60 — approximately  11  1-3 
per  cent  of  $25,000,000.  That  6  per  cent  should  be 
allowed  for  depreciation  appears  to  be  Accepted 
by  the  commission.  Deducting  this  would  leave  a 
possisble  5  1-3  per  cent  return  upon  the  rhinimum 
value  of  the  property,  which  is  ivliolly  inadequate, 
considering  the  character  of  the  investment  and 
interest  rates  then  prevailing.” 

The  United  States  District  Court  in  Brooklyn  Gas 
Co.  v.  Prendergast,  7  Fed.  (2d)  628,  672,  held  that  any 
rate  of  return  lower  than  8  per  cent  would  be  confisca¬ 
tory.  | 

In  Railroad  &  Warehouse  Commission  v.j  Duluth 
Street  Railway,  273  U.  S.  625,  71  L.  ed.  807,;  decided 
April  11,  1927,  the  Supreme  Court  affirmed  a  decree  of 
the  District  Court  holding  confiscatory  certain  street 
car  fares  fixed  bv  the  Commission.  In  that  lease  the 

*  I 

Commission  found  that  a  rate  of  7%  per  cer^t  was  a 
reasonable  rate  of  return  and  the  master  and  j the  Dis¬ 
trict  Court  found  the  same  rate  as  the  limit;  of  con¬ 
fiscation.  ( Duluth  Street  Ry.  Co.  v.  Railroad  Ware¬ 
house  Commission  of  Minnesota,  4  Fed.  (2d)  543,  550.) 

In  King}s  County  Lighting  Co.  v.  Prendergast ,  7 
Fed.  (2d)  192,  218,  the  statutory  court  for  Eastern 
New  York  held  that  any  rate  of  return  lower  than  8 
per  cent  would  be  confiscatory. 

In  People  ex  rel.  Adirondack  P.  &  L.  Co.  v.  Public 
Service  Commission,  211  App.  Div.  (N.  Y.)  272,  P.  U. 
R.  1925C,  451,  455,  decided  January  7,  1925,  the  Court 
said  that  a  rate  of  return  of  7.1  per  cent  1 1  under  the 
circumstances  of  this  case  may  well  be  considered  inad¬ 
equate  in  view  of  the  holding  of  the  Suprenke  Court 
in  Bluefield  Water  Works  &  Improvement  Co.  v.  Pub¬ 
lic  Service  Commission.” 

1 

The  Supreme  Court  of  the  United  States,  approving 
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the  finding  of  the  master,  and  not  the  opinion  of  the 
District  Judge,  said  in  the  case  of  Pacific  Gas  Co,  v. 
San  F rancisco ,  265  U.  S.  403,  405,  decided  June  2, 
1924: 


“We  think  the  evidence  supports  the  finding 
that  a  net  return  of  7  per  centum  was  necessary  in 
order  to  avoid  confiscation.’ ’ 

This  decision  of  the  Supreme  Court  that  in  1913,  1914 

and  1915  a  return  of  less  than  7  per  cent  was  confisca- 

torv  is  consistent  wfith  the  recent  decisions  of  lower 
•/ 

courts  above  cited — including  the  six  cited  by  the  Su¬ 
preme  Court  itself  in  the  McCardle  case — holding  that 
now  a  return  of  less  than  8  per  cent  would  be  confisca¬ 
tory. 

The  uncontroverted  testimony  of  Mr.  Hanna  (R. 
475,  486,  487)  was  that  a  reasonable  rate  of  return  was 
not  less  than  7  per  cent  and  by  Mr.  Ham  (R.  229,  232, 
263)  not  less  than  8  per  cent.  Their  testimony  is  'well 
supported  by  all  the  authorities,  including  particularly 
the  opinions  of  the  Supreme  Court  of  the  United 
States. 

What  constitutes  a  reasonable  rate  of  return  was 
stated  by  the  Supreme  Court  of  the  United  States  in 
Blue  field  Water  Works  &  Improvement  Company  v. 
Public  Service  Commission  of  the  State  of  West  Vir¬ 
ginia ,  supra,  Mr.  Justice  Butler  writing  the  opinion 
of  the  Court  said: 

“*  *  *  What  annual  rate  will  constitute  just 
compensation  depends  upon  many  circumstances 
and  must  be  determined  by  the  exercise  of  a  fair 
and  enlightened  judgment,  having  regard  to  all 
relevant  facts,  A  public  utility  is  entitled  to  such 
rates  as  will  permit  it  to  earn  a  return  on  the 
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value  of  the  property  which  it  employs  fbr  the 
convenience  of  the  public  equal  to  that  generally 
being  made  at  the  same  time  and  in  the  same  gen¬ 
eral  part  of  the  country  on  investments  in  other 
business  undertakings  which  are  attended  by  cor¬ 
responding  risks  and  uncertainties;  but  it  has  no 
constitutional  right  to  profits  such  as  are  realized 
or  anticipated  in  highly  profitable  enterprises  or 
speculative  ventures.  The  return  should  be  rea¬ 
sonably  sufficient  to  assure  confidence  in  the  finan¬ 
cial  soundness  of  the  utility  and  should  be  ade¬ 
quate,  under  efficient  and  economical  management, 
to  maintain  and  support  its  credit  and  enable  it  to 
raise  the  money  necessary  for  the  proper  dis¬ 
charge  of  its  public  duties.  A  rate  of  return  may 
be  reasonable  at  one  time  and  become  too  high  or 
too  low  by  changes  affecting  opportunities  for  in¬ 
vestment,  the  money  market  and  business !  condi¬ 
tions  generally.7  7 

In  Wilcox  v.  Consolidated  Gas  Company ,  supra,  it 
was  held  that  the  business  of  the  gas  company  was 
exceptionally  safe,  returns  exceptionally  certain  and 
risks  almost  at  a  minimum  and  that,  under  the  circum¬ 
stances  of  such  an  enterprise  6  per  cent  was!  a  fair 
return.  The  foregoing  was  in  1909,  before  the  rise  in 
prices  and  interest  rates  due  to  the  World  War]  Con¬ 
cerning  the  results  of  the  War  upon  what  constitutes 
a  fair  return  the  Supreme  Court  in  Lincoln  Gas  & 
Electric  Light  Co .  v.  City  of  Lincoln,  150  U.  S.  256, 
said: 


“It  is  a  matter  of  common  knowledge  that, 
owing  principally  to  the  'world  war,  the  host  of 
labor  and  supplies  of  every  kind  have  greatly  ad¬ 
vanced  since  the  ordinance  was  adopted,  and 
largely  since  this  cause  was  last  heard  in  the  court 
below.  And  it  is  equally  well  known  that  annual 
returns  upon  capital  and  enterprise  the;  world 


over  have  materially  increased,  so  that  what  would 
have  been  a  proper  rate  of  return  for  capital  in¬ 
vested  in  gas  plants  and  similar  public  utilities 
a  few  years  ago  furnishes  no  safe  criterion  for 
the  present  or  for  the  future.” 

In  1921,  in  Brush  Electric  Company  v.  Galveston, 
the  District  Court  of  the  United  States  held  that  8  per 
cent  was  a  fair  return  and  this  decision  was  affirmed 
in  Brash  Electric  Company  v.  Galveston,  262  U.  S. 
443.  The  finding  of  the  Circuit  Court  of  Appeals  for 
the  Eighth  Circuit,  in  January,  1923,  in  Minneapolis 
v.  Rand,  285  Fed.  830,  that  7  Ms  per  cent  was  a  fair  re¬ 
turn,  applied  to  a  gas  company  was  approved  by  the 
Supreme  Court  (262  U.  S.  679,  694). 

Past  vicissitudes  involving  low  earnings  are  to  be 
taken  into  consideration  in  determining  what  consti¬ 
tutes  a  fair  rate  of  return.  This  was  asserted  in  Gal¬ 
veston  Electric  Company  v.  Galveston ,  supra,  in  which 
the  opinion  was  written  by  Justice  Brandeis  and, 
again,  in  Bluefield  Water  Works  &  Improvement  Com¬ 
pany  v.  Public  Service  Commission  of  West  Virginia, 
supra.  In  the  latter  case  the  Court  said: 

4  4  Investors  take  into  account  the  result  of  past 
operations,  especially  in  recent  years,  when  de« 
termining  the  terms  upon  which  they  will  invest 
in  such  an  undertaking.  Low,  uncertain  or  ir¬ 
regular  income  makes  for  low  prices  for  the  secur¬ 
ities  of  the  utility  and  higher  rates  of  interest  to 
be  demanded  by  investors.  The  fact  that  the  com¬ 
pany  may  not  insist  as  a  matter  of  constitutional 
right  that  past  losses  be  made  up  by  rates  to  be 
applied  in  the  present  and  future  tends  to  weaken 
credit,  and  the  fact  that  the  utility  is  protected 
against  being  compelled  to  serve  for  confiscatory 
rates  tends  to  support  it.” 
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In  McCardle  v.  Indianapolis  Water  Company,  supra, 
the  Court  noted  that  the  yield  on  all  the  money  neces¬ 
sary  to  finance  an  entire  public  service  enterprise 
must  be  greater  than  the  rate  of  interest  on  bonds, 
plus  brokerage.  This  was  the  case  of  a  water  Com¬ 
pany  which  surely  approximates  a  gas  companjr  in 
certainty  and  absence  of  risk  and,  in  this  case  the 
Court  said:  i 

i 

! 

“It  is  obvious  that  rates  of  yield  on  investments 
in  bonds  plus  brokerage  are  substantially  less!  than 
the  rate  of  return  required  to  constitute  just: com¬ 
pensation  for  the  use  of  properties  in  the  public 
service.  Bonds  rarely  constitute  the  source  of 
all  the  money  required  to  finance  public  utilities. 
And  investors  insist  on  higher  yields  on  Istock 
than  current  rates  of  interest  on  bonds.  Obviously, 
the  cost  of  money  to  finance  the  whole  enterprise 
is  not  measured  by  interest  rates  plus  brokerage 
on  bonds  floated  for  only  a  part  of  the  investment. 
The  evidence  is  more  than  sufficient  to  sustain  the 
rate  of  7  per  cent  found  by  the  commission.!  And 
recent  decisions  support  a  higher  rate  of  return.  ’  ’ 

i 

In  Southwestern  Bell  Telephone  Co.  v.  City  of  Fort 
Smith,  294  Fed.  102,  108,  it  was  held  that  a  fair  return 
would  be  8  per  cent.  This  case  was  affirmed  by  the 
Supreme  Court  of  the  United  States  in  City  of  Fort 
Smith  v.  Southwestern  Bell  Telephone  Co.,  270  U.  S. 
627,  70  L.  ed.  768,  with  the  following  per  curiam  opin¬ 
ion  :  j 

j 

“Affirmed  with  costs,  upon  the  authority  of 
NewTon  v.  Consolidated  Gas  Co.,  258  U.  S.  165, 
175;  Galveston  Electric  Co.  v.  City  of  Galveston, 
258  U.  S.  388 ;  State  of  Missouri  ex  rel  Southwest¬ 
ern  Bell  Telephone  Co.  v.  Public  Service  Commis¬ 
sion  of  Missouri,  262  U.  S.  276,  287 ;  Georgia  By.  & 


i 

j 

j 

i 

i 
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Power  Co.  v.  Railroad  Commission  of  Georgia,  262 
U.  S.  625,  631 ;  Bluefield  W ater  W orks  &  Improve¬ 
ment  Co.  v.  Public  Service  Commission  of  West 
Virginia,  263  U.  S.  679,  690.” 


In  Neiv  York  Telephone  Company  v.  Prendergast, 
300  Fed.  822.  the  statutory  court  for  southern  New 

7  •/ 

York  granting  a  preliminary  injunction  against  en¬ 
forcement  of  a  commission  order  fixing  telephone  rates 
claimed  to  be  confiscatory,  said: 

“Admittedly  it  is  and  has  been  customary  to 
allow  as  a  reasonable  rate  of  return  for  regulated 
businesses  like  this  one,  8  per  cent.  The  justifi¬ 
cation  for  the  custom  is  the  habit  of  business 
men,  and  a  departure  therefrom  is  not  right  be¬ 
cause  a  court  or  commission  prefers  a  lower  rate. 
Reasons  are  wanted,  and  none  are  set  forth  in 
this  record.  |  Under  such  circumstances  there  is 
no  presumption  of  correctness  attaching  to  the  7 
per  cent  limit.’ ’ 

In  Neiv  York  Telephone  Co.  v.  Prendergast ,  11  Fed. 
(2d)  162,  the  statutory  court,  referring  to  its  prior  de¬ 
cision  in  Neiv  York  Telephone  Co.  v.  Prendergast,  300 
Fed.  822,  said: 

“The  commission  stated  that  the  rates  fixed 
by  its  orders  were  intended  to  yield  a  net  return 
to  plaintiff  of  only  7  per  cent,  and  this  court  held 
this  was  error;  it  being  customary  to  allow-  as  a 
reasonable  rate  of  return  for  regulated  business 
like  this  one  8  per  cent,  unless  a  departure  from 
that  rate  should  be  shown  to  be  warranted.” 
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The  Minnesota  Commission  in  Re  Minneapolis 
Street  Railway  Company,  supra,  said: 

i 

i 

“In  view  of  our  findings  heretofore  made  as  to 
the  reasonable  rate  of  return  on  the  fair  j  value 
of  the  property  of  the  petitioner,  and  upon  con¬ 
sideration  of  all  of  the  evidence  received  before 
the  Commission,  we  find  that  reasonable  return 
on  the  fair  value  of  the  street  railway  property 
is  not  less  than  l1/*  per  cent.  In  fact,  tb  find 
otherwise  would  be  in  effect  to  disregard  the  de¬ 
cisions  of  the  courts  that  have  passed  upbn  the 
questions,  including  the  case  of  Duluth  Str|eet  R. 
Co.  v.  Minnesota  R.  &  Warehouse  Commission, 
decided  December  27,  1924,  4  F.  (2d)  543,  Pi  U.  R. 
1925D  226,  in  which  the  court  fixed  the  rate  of 
iy2  per  cent;  also,  the  following  cases:  Southern 
Bell  Telephone  &  Teleg.  Co.  v.  Railroad  Commis¬ 
sion,  5  F.  (2d)  77,  P.  U.  R.  1926A,  6.  Rater-8% ; 
Consolidated  Gas  Co.  v.  Prendergast,  6  FL  (2d) 
243,  P.  U.  R.  1925C,  744 — Rate  8%  ;  Kings  County 
Light  Co.  v.  Prendergast,  7  F.  (2d)  192,  Pj  U.  R. 
1925C,  705,  P.  U.  R.  1925E,  5.  Rate  8% ;  Brook¬ 
lyn  Union  Gas  Co.  v.  Prendergast,  7  Fed.  (2d) 
628;  P.  U.  R.  1926A,  412.  Rate — 8%;  Citizens 
Gas  Co.  of  Hannibal  v.  Public  Service  Commis¬ 
sion,  8  F.  (2d)  632.  Rate — 7.6% ;  New  York  & 
Richmond  Gas  Co.  v.  Prendergast,  10  F.  (2d)  167, 
P.  U.  R.  1925E,  19,  P.  U.  R.  1926B,  759.  Rate — 
8% ;  Springfield  Gas  &  E.  Co.  v.  Public  Service 
Commission,  10  F.  (2d)  252,  P.  U.  R.  1926  C,  858. 
Rate — 8% ;  Pacific  Teleph.  &  Teleg.  Co.  vJ  Whit¬ 
comb,  12  F.  (2d)  279,  P.  U.  R.  1926D,  815,1  Rate 
less  than  7.5%  confiscatory;  Brooklyn  Borough 
Gas  Co.  v.  Prendergast,  16  F.  (2d)  615,  Pi  U.  R. 
1927 A,  200.  Rate — 8%  ;  Interborough  j  Rapid 
Transit  Co.  v.  Gilchrist,  26  F.  (2d)  912,  Pi  U.  R. 
1928D,  92.  Rate — 8%  indicated.’ ’ 


i 


I 
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And  the  Commission  then  quotes  from  the  opinion 
of  the  Supreme  Court  of  the  United  States  in  the 
McCardle  case  the  same  expression  that  we  have 
quoted  above. 

United  States  District  Court  in  Worcester  Electric 
Light  Co.  v.  Atwill,  23  Fed.  (2)  891,  P.  U.  R.  1929B, 
82,  decided  February  11,  1929,  said: 

“It  seems  clear  that  the  rate  of  return  on  the 
value  of  the  property  is  not  to  be  determined  by 
the  rate  of  return  on  securities,  and  that  it  should 
be  something*  more  than  is  required  by  the  rate 
to  be  paid  for  new  capital.  No  business  is  free 
from  risks  and  uncertainties,  and  the  business  of 
electric  service  is  susceptible  to  fluctuations  from 
changes  in  demand  due  to  general  business  condi¬ 
tions,  especially  in  an  industrial  and  business  com¬ 
munity,  and  from  variations  in  the  cost  of  fuel, 
supplies,  etc.  The  net  earnings  should  be  such 
as  to  give  adequate  protection  against  such  uncer¬ 
tainties,  and  a  reasonable  assurance  that  the  rate 
of  return  required  by  new  capital  will  continue  to 
be  paid. 

“I  think  the  evidence  sustains  8  per  cent  on  the 
value  of  its  property  as  the  rate  of  net  return 
which  the  plaintiff  is  entitled  to  earn.  This  also 
seems  to  be  in  accord  with  the  recent  decisions, 
some  of  which  appear  to  treat  this  rate  as  estab¬ 
lished  as  matter  of  law.  New  York  Teleph.  C.  v. 
Prendergast,  300  Fed.  822,  P.  U.  R.  1925A,  491; 
Consolidated  Gas  Co.  v.  Prendergast,  6  F.  (2d) 
243,  P.  U.  R.  1925B,  773,  P.  U.  R.  1925C,  744; 
Kings  Countv  Lighting  Co.  v.  Prendergast,  7  F. 
(2d)  192,  P.  U.  R.  1925C,  705,  P.  U.  R.  1925E,  5. 
Affirmed  272  U.  S.  579,  71  L.  ed.  249;  P.  U.  R. 
1927A,  39,  47  Sup.  Ct.  Rep.  199;  Brooklyn  Union 
Gas  Co.  v.  Prendergast,  7  F.  (2d)  628;  P.  U.  R. 
1926A,  412.  Affirmed  272  U.  S.  578,  71  L.  ed.  249 ; 
P.  U.  R.  1927A,  39,  47  Sup.  Ct.  Rep.  199,  New 
York  &  Richmond  Gas  Co.  v.  Prendergast,  10  F. 
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(2d)  167;  P.  U.  R.  1925E,  19;  P.  U.  R.  1926B,|759; 
Springfield  Gas  &  E.  Co.  v.  Public  Service  Com¬ 
mission,  10  F.  (2d)  252;  P.  U.  R.  19260,1858; 
United  Fuel  Gas  Co.  v.  Pub.  Ser.  Com.,  14  FJ  (2d) 
209,  P.  U.  R.  1927 A  707 ;  Brooklyn  BorougH  Gas 
Co.  v.  Prendergast,  16  F.  (2d)  615 ;  P.  U.  R.  1^27 A, 
200;  Interborough  Transit  v.  Gilchrist,  26  FJ  (2d) 
912;  P.  U.  R.  1928D,  92.”  j 

i 

i 

See  also  Ohio  Util .  Co.  v.  P.  U.  C.  supra,  and  finally 
the  very  recent  and  last  case  of  the  kind  decided  by 
the  Supreme  Court  of  the  United  States  on  January 
6, 1930,  United  Railivays  &  Electric  Co.  v.  West ,  supra, 
in  which  the  Court  said :  ! 


“What  is  a  fair  return  within  this  principle  can¬ 
not  be  settled  by  invoking  decisions  of  this  Court 
made  years  ago  based  upon  conditions  radically 
different  from  those  which  prevail  todayj  The 
problem  is  one  to  be  tested  primarily  by  present 
day  conditions.  Annual  returns  upon  capital  and 
enterprise,  like  wages  of  employees,  cost  of  main¬ 
tenance  and  related  expenses,  have  materially 
increased  the  country  over.  This  is  common 
knowledge.  A  rate  of  return  upon  capital  invested 
in  street  railway  lines  and  other  public  utilities 
which  might  have  been  proper  a  few  years  ago 
no  longer  furnishes  a  safe  criterion  either  for  the 
present  or  the  future.  Lincoln  Gas  Co.  v.  Lincoln , 
250  U.  S.  256,  268.  Nor  can  a  rule  be  laid  down 
which  will  apply  uniformly  to  all  sorts  qf  utili¬ 
ties.  What  may  be  a  fair  return  for  one  may  be 
inadequate  for  another,  depending  upon  circum¬ 
stances,  locality  and  risk.  Wilcox  v.  Consolidated 
Gas  Co.,  212  U.  S.  19,  48-50.  The  general  rule  re¬ 
cently  has  been  stated  in  Bluefield  Co.  y.  Pub. 
Serv .  Comm.,  262  U.  S.  679,  692-695:  j 

“  ‘What  annual  rate  will  constitute  just  com¬ 
pensation  depends  upon  many  circumstances  and 
must  be  determined  by  the  exercise  of  a  fair  and 
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enlightened  judgment,  having  regard  to  all  rele¬ 
vant  facts.  A  public  utility  is  entitled  to  such  rates 
as  will  permit  it  to  earn  a  return  on  the  value  of 
the  property  which  it  employs  for  the  convenience 
of  the  public  equal  to  that  generally  being  made 
at  the  same  time  and  in  the  same  general  part  of 
the  country  on  investments  in  other  business  un¬ 
dertakings  which  are  attended  by  corresponding 
risks  and  uncertainties;  but  it  has  no  constitu¬ 
tional  right  to  profits  such  as  are  realized  or  antici¬ 
pated  in  highly  profitable  enterprises  or  specula¬ 
tive  ventures.  The  return  should  be  reasonably 
sufficient  to  assure  confidence  in  the  financial 
soundness  of  the  utility  and  should  be  adequate, 
under  efficient  and  economical  management,  to 
maintain  and  support  its  credit  and  enable  it  to 
raise  the  money  necessary  for  the  proper  dis¬ 
charge  of  its  public  duties.  A  rate  of  return  may 
be  reasonable  at  one  time  and  become  too  high 
or  too  low  by  changes  affecting  opportunities  for 
investment,  the  money  market  and  business  con¬ 
ditions  generally.  *  *  * 

“  ‘Investors  take  into  account  the  result  of  past 
operations,  especially  in  recent  years,  when  deter¬ 
mining  the  terms  upon  which  they  will  invest  in 
such  an  undertaking.  Low,  uncertain  or  irregu¬ 
lar  income  makes  for  low  prices  for  the  securities 
of  the  utility  and  higher  rates  of  interest  to  be  de¬ 
manded  by  investors.  The  fact  that  the  company 
mav  not  insist  as  a  matter  of  constitutional  right 
that  past  losses  be  made  up  by  rates  to  be  applied 
in  the  present  and  future  tends  to  weaken  credit, 
and  the  fact  that  the  utility  is  protected  against 
being  compelled  to  serve  for  confiscatory  rates 
tends  to  support  it.  In  this  case  the  record  shows 
that  the  rate  of  return  has  been  low  through  a  long 
period  up  to  the  time  of  the  inquiry  by  the  com¬ 
mission  here  involved.’ 

“What  will  constitute  a  fair  return  in  a  given 
case  is  not  capable  of  exact  mathematical  demon¬ 
stration.  It  is  a  matter  more  or  less  of  approxi- 
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mation  about  which  conclusions  may  differ.  The 
court  in  the  discharge  of  its  constitutional  duty 
on  the  issue  of  confiscation  must  determine  the 
amount  to  the  best  of  its  ability  in  the  exercise  of  a 
fair,  enlightened  and  ‘independent  judgment  as 
to  both  law  and  facts.’  Ohio  Valley  Co.  jv.  Ben 
Avon  Borough ,  253  U.  S.  287,  289;  Bluefield  Co.  v. 
Public  Serv.  Comm.,  supra,  pp.  689,  692;  Lehigh 
V alley  R.  R.  v.  Commissioners,  278  U.  S.  2j 4,  36. 

“There  is  much  evidence  in  the  record!  to  the 
effect  that  in  order  to  induce  the  investment  of 
capital  in  the  enterprise  or  to  enable  the  company 
to  compete  successfully  in  the  market  for!  money 
to  finance  its  operations,  a  net  return  upon  the 
valuation  fixed  by  the  commission  should!  be  not 
far  from  8  per  cent.  Since  1920  the  company  has 
borrowed  from  time  to  time  some  $18,000,000, 
upon  which  it  has  been  obliged  to  pay  an  average 
rate  of  interest  ranging  well  over  7  per  cent  and 
this  has  been  the  experience  of  street  railway 
lines  quite  generally.  Upon  the  valuation  fixed, 
with  an  allowance  for  depreciation  calculated  with 
reference  to  that  valuation,  and  upon  the  then  pre¬ 
scribed  rates,  the  company  for  the  years  1920  to 
1926,  both  inclusive,  obtained  a  return  df  little 
more  than  5  per  cent  per  annum.  It  is  nianifest 
that  just  compensation  for  a  utility,  requiring  for 
efficient  public  service  skillful  and  prudefit  man¬ 
agement  as  well  as  use  of  the  plant,  and  wffiose 
rates  are  subject  to  public  regulation,  is  mo|re  than 
current  interest  on  mere  investment.  Soufid  busi¬ 
ness  management  requires  that  after  pacing  all 
expenses  of  operation,  setting  aside  the  necessary 
sums  for  depreciation,  payment  of  interest  and 
reasonable  dividends,  there  should  still  remain 
something  to  be  passed  to  the  surplus  account; 
and  a  rate  of  return  which  does  not  admit  of  that 
being  done  is  not  sufficient  to  assure  confidence  in 
the  financial  soundness  of  the  utility  to  maintain 
its  credit  and  enable  it  to  raise  money  necessary 
•for  the  proper  discharge  of  its  public  duties.  In 
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this  view  of  the  matter,  a  return  of  6.26  per  cent 
is  clearly  inadequate.  In  the  light  of  recent  deci¬ 
sions  of  this  Court  and  other  Federal  decisions, 
it  is  not  certain  that  rates  securing  a  return  of  7% 
per  cent  or  even  8  per  cent  on  the  value  of  the 
propertv  would  not  be  necessary  to  avoid  confis¬ 
cation.  *  *  * 

“We  conclude  that  an  injunction  should  have 
been  granted  against  the  commission's  order.’ ’ 

There  can  be  little  question  that  the  risks  and  un¬ 
certainties  involved  in  the  operation  of  a  street  rail¬ 
road  are  much  greater  than  those  of  a  gas  company,  a 
water  company  or  an  electric  light  and  power  company. 
This  record  is  replete  with  evidence  of  the  tremendous 
growing  and  unregulated  competition  of  the  private 
automobile,  the  competition  of  taxicabs  and  other 
modes  of  public  transportation,  the  increasing  costs  of 
labor  and  materials  and  the  difficulties  and  delays  in 
securing  necessary  adjustments  in  rates.  The  diffi¬ 
culties  of  financing  in  the  street  railway  industry  dur¬ 
ing  latter  years  is  also  well  known  and  upon  the 
theories  affecting  possible  variations  in  the  proper 
rates  of  return  as  expressed  by  the  Supreme  Court 
of  the  United  States  and  other  courts  it  must  be  con¬ 
ceded  that  a  street  railroad  company  at  this  time  needs 
and  is  entitled  to  a  higher  rate  of  return  than  such 
other  forms  of  public  utilities. 

It  is  difficult  and  indeed  impossible  to  conceive  of 
any  argument  which  would  support  a  lower  rate  of 
return  for  the  street  railways.  The  only  argument 
we  have  ever  heard  advanced  is  the  specious  one,  to 
the  effect  that  because  the  street  railroad  industry  is 
suffering  from  want  of  nourishment  and  is  in  a  pre¬ 
carious  condition  that  it  should  be  penalized  by  a  de¬ 
nial  of  the  right  to  earn  what  other  industries  are 
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permitted  and  its  death  thereby  assured  rather  than 
its  life  saved  by  granting  the  necessary  relief;  which 
would  enable  it  to  expand  and  develop  as  a  iiormal 
and  healthy  organism  naturally  will.  That!  mass 
transportation  by  street  cars  and  buses  is  an  essential 
factor  in  city  life  today  can  not  be  denied.  The  pros¬ 
perity  and  growth  of  our  cities  demands  that1  public 
transportation  of  passengers  in  cities  be  encouraged 
and  that  the  companies  furnishing  such  service  be  per¬ 
mitted  to  expand  and  improve  their  service :  rather 
than  be  strangled  by  insufficient  revenues. 


Return  Under  Proposed  Rate 

The  testimony  of  Mr.  Heberle  and  of  Mr.  Hanna, 
supported  by  Exhibits  Nos.  13,  14  and  15  (inserted 
betweeen  R.  516  and  517),  was  to  the  effect  that  the 
proposed  rate  of  fare  of  four  tokens  for  30  cents,  with 
cash  fares  at  10  cents  each,  would  produce  an  esti¬ 
mated  net  increase  in  operating  income  of  $?44,938, 
wdiich  added  to  the  actual  income  available  foif  return 
on  fair  value  for  the  twelve  months  ended  April  30, 
1929,  $928,630,  would  give  an  estimated  income  avail¬ 
able  for  return  on  fair  value  under  the  new  irate  of 
$1,273,569,  which  is  4.88  per  cent  upon  $26,080,144,  the 
fair  value  as  shown  by  Exhibit  No.  1  (R.  514)  and 
4.89  per  cent  upon  $26,038,469,  which  is  the  fair  value 
after  deducting  items  which  The  Capital  Traction 
Company  admits  to  have  been  incorrectly  charged  to 
capital  account  as  shown  above.  This  estimated  in¬ 
come  under  the  new  rate  is  also  4.94  per  cent  bn  $25,- 
748,236,  which  is  the  adjusted  valuation  assuming  both 
suggested  changes  in  accounts  which  the  said  Com¬ 
pany  admits  and  those  which  it  does  not  admit. 

Such  rates  are  still  far  from  adequate  or  reasonable 
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and  would  unquestionably  be  held  to  be  confiscatory  in 
view  of  the  authorities  cited  and  The  Capital  Traction 
Company  would  be  entitled  to  rates  which  w’ould  pro¬ 
duce  a  considerably  greater  revenue.  The  said  Com¬ 
pany,  however,  in  order  that  there  may  be  no  question 
as  to  the  reasonableness  of  the  rate  of  fare  sought, 
both  from  the  point  of  view  of  the  return  on  its  value 
and  the  value  of  the  service  to  the  car  rider,  was  will¬ 
ing  to  accept  less  than  it  would  be  entitled  to  demand. 

That  the  10-cent  cash  fare  with  four  tokens  for  30 
cents  is  no  more  than  the  service  is  worth  and  is  in¬ 
deed  well  below  the  value  of  such  service  is  shown 
by  the  evidence  (Hanna,  Tr.  1142-1146).  Exhibit  No. 
19  (inserted  between  R.  574  and  575),  supported  by 
the  testimony  of  Mr.  Heberle  and  Mr.  Hanna,  shows 
that  a  higher  rate  of  fare  than  that  proposed  is  in  ef¬ 
fect  in  Pittsburgh,  Rochester,  Boston,  Buffalo,  Cin¬ 
cinnati,  Seattle  and  Baltimore,  where  such  rates  have 
certainly  not  proved  to  be  prohibitive.  And  the  evi¬ 
dence  particularly  shows  that  in  Baltimore,  which  has 
a  considerably  higher  token  rate  than  that  suggested 
here,  the  increase  in  fare  has  resulted  in  considerably 
increased  revenue.  In  other  words,  that  any  loss  in 
passengers  which  may  be  ascribed  to  the  increased 
rate  is  not  sufficient  to  indicate  that  the  rate  charged 
is  more  than  the  service  is  worth.  Exhibit  No.  19 
also  shows  that  the  City  of  Minneapolis  has  the  same 
rate  of  fare  as  that  proposed  here.  There  is  no  evi¬ 
dence  whatever  in  the  record  which  would  tend  to  show 
that  the  proposed  rate  would  result  in  decreased  rev¬ 
enues  or  is  more  than  the  service  is  worth. 

At  pages  83  to  98  of  the  appellants’  brief  under  the 
heading  “The  Court  erred  in  granting  increase  in 
fare”  they  first  argue  that  an  increase  in  fare  will 
necessarily  decrease  revenues  and  therefore  would  not 
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afford  relief  and  in  the  next  breath  argue  that  (page 

88) 


“should  the  percentage  of  token  riders  not 
increase  as  in  our  opinion  is  more  probable,  the 
Capital  Traction  Company  upon  its  own  figures 
will  earn  a  return  of  approximately  5.63  pbr  cent, 
and  the  Washington  Railway  &  Electric  Company 
will  earn  a  return  of  7.34  per  cent.” 

and  that 

“under  the  proposed  rate  of  fare  *  f  *  the 
income  of  the  Capital  Traction  Company  will  be 
increased”  ! 

i 

by  certain  stated  funds  with  various  token  ratios,  all 
of  which  they  evidently  consider  excessive. 

As  one  argument  is  destructive  of  the  other  it  would 
hardly  seem  necessary  to  answer  either.  However, 
appellants  have  gone  further  and  in  defiance!  of  the 
rule  of  this  Court  and  of  the  fact  that  the  record  is 
completely  silent  with  respect  thereto  they  have  stated 
in  their  brief  at  page  89, 

! 

i 

i 

“That  the  rates  actually  resulted  in  marked  re¬ 
ductions  of  gross  income  and  have  not  Effected 
increased  earnings  is  shown  by  the  following  tab¬ 
ulation,  ’  ’ 

i 

i 

s 

and  have  printed  such  tabulation  (pp.  90,  91)  purport¬ 
ing  to  show  the  gross  revenues  and  operating  expenses 
and  operating  income  of  the  respective  roads  since 
this  case  was  heard  in  the  Court  below . 

This  statement  is  not  borne  out  by  the  tabulation  to 
which  it  refers.  Chartered  bus  revenues  werejnot  af¬ 
fected  by  the  change  in  fare  and  for  the  purpose  of 
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comparison  such  revenues  have  been  excluded  in  the 
following  statement,  prepared  from  the  table  on  page 
91  of  brief  of  counsel  for  the  Commission : 

THE  CAPITAL  TRACTION  COMPANY 
Comparison  of  Total  Operating  Revenue 
Exclusive  of  Revenue  from  Chartered  Busses 
Before  and  After  Fare  Change 
BEFORE  FARE  CHANGE  1930 


1929 

1930 

Increase  Decrease 

Januarv  . 

. . .  $354,495.77 

S357.253.21 

$2,757.44 

Febraarv  . 

. . .  329.770.44 

323.190.06 

S  6.5S0.3S 

March  . . . 

. . .  3S2.47S.97 

350.434.15 

32,044.82 

April  . 

. . .  369.905.42 

356.S62.96 

13.042.46 

May  . 

375,465.94 

350.035.69 

25.430.25 

June  . 

. . .  349.3S4.33 

323.969.02 

25,415.31 

July  . 

. . .  329,998.73 

302,596.27 

27,402.46 

AFTER  FARE  CHANGE 

August  . 

. . .  320,237.09 

310,882.06 

9,355.03 

September  . . . 

. . .  324.S02.72 

323,369.27 

1,433.45 

October  . 

. . .  363.395.62 

363,490.77 

95.15 

November  . . . 

. . .  34S.450.93 

338,629.45 

9,821.48 

December  . . . 

375,460.40 

367,730.66 

7,729.74 

1930 

1931 

1931 

January  . 

. . .  357,253.21 

346,607.81 

10,645.40 

February  _ _ 

. . .  323.190.06 

309,634.34 

13,555.72 

March  . 

. . .  350,434.15 

338,143.12 

12,291.03 

April  . 

. . . .  356,862.96 

347,791.22 

9,071.74 

The  facts  as  shown  above  are  that  operating  rev¬ 
enues  were  substantially  increased  by  the  fare  change 
on  lines  of  The  Capital  Traction  Company.  The  loss 
in  monthly  revenues  was  very  materially  reduced  dur¬ 
ing  a  period  when  companies  in  other  cities  were  sus¬ 
taining  increasingly  heavy  losses  due  to  the  industrial 
depression. 

The  table  also  shows  that  the  operating  income  for 
the  months  of  January,  February,  March  and  April, 
1931,  actually  show  an  increase  for  these  months  as 
compared  with  the  same  months  of  1930  of  over  $6,000 
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which  is  due  to  the  fact  that  the  Company  has  jbeen 
enabled  to  reduce  its  expenses.  j 

If  we  cared  to  further  impose  upon  the  good  nhture 
of  this  Court  by  following  the  bad  example  of  our  ad¬ 
versaries  w~e  could  exhibit  figures  for  the  months  since 
April  1931  to  still  better  effect.  This  incident  at  least, 
serves  to  show  with  what  facility  the  Commissiofi  can 
secure  data  from  its  owTn  records  as  to  the  operation 
of  these  Companies  when  it  thinks  that  such  data  may 
serve  its  own  purposes. 

What  has  been  said  with  respect  to  the  effect  of 
increased  fares  in  the  case  of  The  Capital  Traction 
Company  equally  applies  in  the  case  of  the  Washing¬ 
ton  Railway  and  Electric  Company,  as  shown  by  the 
following  table,  figures  for  winch  have  been  taken 
from  appellant’s  brief  (page  90) :  j 

I 

I 

OPERATING  REVENUES 


Before  Fare  Change  Effective  July  23,  1930 


1929 

1930 

1930 

Increase 

| 

Decrease 

January  . . 

.  $437,055.89 

$440,365.74 

S3, 309 .85 

| 

February  . 

.  408.6S9.67 

402,162.39 

$  6,527.28 

March  .... 

.  475.042.19 

433,543.08 

41,499.11 

April  . 

.  463,741.73 

433.082.20 

30,659.53 

May  . 

.  466.922.64 

434,143.92 

32.778.72 

June  . 

.  428.833.9S 

399.231.89 

!  29,602.09 

July  . 

.  402.690.22 

378,129.12 

(24,561.10 

August  . . . . 

OPERATING  REVENUES 

After  Fare  Change  Effective  July  23,  1930 

.  S395.120.9S  $387,651.69  $ 

| 

1 

$7,469.29 

September 

.  403.101.79 

408,158.99 

5,057.20 

October  . . . 

.  453,245.13 

459.568.02 

6,322.89 

November  . 

.  437,980.98 

429,951.99 

1 

8,028.99 

December 

.  460,126.37 

465,872.07 

5,745.70 

1930 

1931 

1931 1 
Increase 

Decrease 

January  . . . 

.  $440,365.74 

$436,750.08 

$  ! 

$3,615.66 

February  . . 

.  402,162.39 

394,336.31 

j 

7,826.08 

March  . 

.  433,543.08 

431,113.58 

2,429.50 

April  . 

.  433,082.20 

438,965.90 

5,883.70 

The  table  also  indicates  that  the  operating  income 
of  the  Washington  Railway  and  Electric  Company  for 
the  months  of  January,  February,  March  and  April, 
1931,  actually  shows  an  increase  of  $13,998  for  these 
months  as  compared  with  the  same  months  of  1930. 

Merger. 

While  appellants  have  apparently  abandoned  the 
“merger”  as  an  excuse  for  refusing  the  increase  in 
fare  no  explanation  can  be  made  for  the  astounding 
statement  of  the  Order  that 

“a  corporate  merger,  now  authorized  by  law, 
would  substitute  unified  for  dual  control  of  street 
railway  operations  in  this  city,  would  better  the 
street  car  service,  and  would  undoubtedly  bring 
about  economies,  which  with  the  present  rate  of 
fare,  would  probably  put  the  new  merged  com¬ 
pany  in  a  better  condition  financially  than  that  of 
the  two  separate  companies  if  they  are  granted 
the  increased  fare  and  if  their  expectations  of  its 
monetary  results  are  fully  realized”  (Record  102) 

and  (R.  101) 

“granting  the  correctness  of  this  last  statement, 
it  is  at  once  apparent  that  the  two  companies  have 
in  their  own  hands  the  remedy  of  the  conditions 
of  which  they  complain.” 

No  one  knew  better  than  the  members  of  the  Public 
Utilities  Commission  that  a  “  corporate  merger ”  of  the 
two  companies  was  not  authorized  by  law  for  they 
themselves  at  that  very  time,  as  this  record  indicated, 
were  proposing  an  attempt  to  secure  from  Congress 
such  authorization. 
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While  the  Commission  found  that  the  two  street 

i 

railroad  systems,  The  Capital  Traction  Company  and 
the  Washington  Railway  &  Electric  Company,  appel¬ 
lees  herein,  were  'well  managed  and  as  economically 
operated  as  is  possible  under  separate  ownership,  its 
denial  of  the  application  for  increased  faijes  was 
partly,  if  not  wholly,  based  upon  the  idea  that  Econom¬ 
ics  could  be  effected  through  a  corporate  merger  of 
the  two  systems  and  that  such  merger  could  be  forced 
by  a  refusal  of  the  relief  sought.  While  this  com¬ 
pletely  untenable  position  has  been  apparently  aban¬ 
doned  by  the  Commission  in  its  brief  on  appeal  to  this 
Court,  the  idea,  more  or  less  veiled,  is  still  put  forward 
apparently  for  the  purpose  of  influencing  the  judgment 
of  the  Court  by  creating  a  prejudice  against  ithe  ap¬ 
pellees.  Appellants  in  their  brief  say,  page  95, 

i 

“  Although  the  question  of  merger  may  have  no 
place  in  this  hearing,  it  did  nevertheless  |  play  a 
part  in  the  proceeding  before  the  Commission 
leading  up  to  this  case.  It  cannot  be  doubted  that 
a  varying  rate  would  bring  about  a  merger  of  the 
two  Companies,  which  in  the  opinion  |of  Mr. 
Hanna,  President  of  the  Capital  Traction  Com¬ 
pany,  is  the  only  solution  for  the  existing  ills  in 
the  local  street  car  business  (Tr.  p.  359).  |A  mer¬ 
ger  would  result  in  a  saving  in  excess  of  |  the  in¬ 
crease  which  would  be  received  by  the  Companies 
under  their  proposed  increase  in  fare. 

This  Court  may  well  consider  whether  j  or  not 
the  purpose  of  the  plaintiff  in  insisting  oh  imme¬ 
diate  consideration  of  their  claims  for  increased 
fare  bore  any  relation  to  the  negotiations  and 
hearings  in  the  interest  of  a  merger  of  the  proper¬ 
ties  and  whether  the  removal  of  this  proceeding 
in  its  incompleted  state  from  the  jurisdiction  of 
the  Commission  has  not  served  to  defer  the 
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marked  savings  of  operating  expenses  which 
would  follow  a  corporate  merger  and  unified 
operation.” 

In  this  connection  Chicago  Bailways  Co.  et  al .  v.  111. 
Commerce  Commission  et  al,  supra,  is  in  point  and  in¬ 
teresting.  In  this  case  the  Court  say  (p.  976) : 

“With  the  exception  of  one  item,  that  of  re¬ 
newals,  $4,853,487,  they  (the  Commission)  at¬ 
tempted  to  justify  the  order  upon  the  ground  that 
the  Companies  could  put  into  effect  certain  sav¬ 
ings  in  operation.  The  attorneys  for  the  Com¬ 
mission  and  the  city  of  Chicago  in  effect  urge  that 
the  Illinois  Commerce  Commission  has  authority 
to  regulate  the  service  by  fixing  the  rates  of  fare 
charged  therefor  of  all  public  utilities  in  Illinois, 
and  that  the  only  limitation  upon  its  control  of 
rates  is  that  the  rates  fixed  shall  be  just  and  rea¬ 
sonable.  That  the  authoritv  to  control  rates  car- 

•/ 

ries  with  it  control  of  operation. 

“The  Illinois  Commerce  Commision  has  the 
right  to  regulate  the  methods  of  operation  em¬ 
ployed  by  any  public  utility  within  the  state,  and 
Sec.  75  of  the  Illinois  Commerce  Act  (Laws  1921, 
p.  702)  shows  how  changes  in  operation  can  be 
enforced  by  the  Commission,  namely,  by  making 
application  to  the  circuit  or  superior  court  in  case 
the  utility  fails  to  comply  with  orders  duly  made. 
Nowhere,  however,  is  the  power  given  to  reduce 
rates  for  the  purpose  of  enforcing  new  methods 
of  doing  business. 

“The  order  (Re.  Thompson,  P.  U.  R.  1922 A, 
558)  of  the  Commission  found  that  at  no  time 
since  the  entry  of  the  8-cent  fare  order  ‘have  the 
companies  rendered,  nor  are  they  now  rendering 
safe,  adequate,  or  efficient  service;  that,  on  the 
contrary,  the  service  rendered  by  them  has  during 
all  said  time  been,  and  now  is,  grossly  inadequate 
and  inefficient ;  that  said  Companies  have  not  *  *  * 
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complied  with  the  law  of  the  state  of  Illinois  in 
relation  to  service,  with  the  license  ordinances  of 
the  city  of  Chicago,  nor  with  any  of  the  orders  of 
said  Public  Utilities  Commission  of  Illinois^  or  its 
predecessor,  the  State  Public  Utilities  Commis¬ 
sion  of  Illinois,  as  to  service;  and  that  said  com¬ 
panies  have  not  *  *  *  shown  any  just  or  Treason¬ 
able  reason  for  not  complying  with  said  ordi¬ 
nances,  law  or  orders,  or  for  not  furnishing  ade¬ 
quate  and  efficient  service.’ 

“The  order  then  states  that  the  service  ren¬ 
dered  by  the  plaintiff  companies  since  November 
5,  1920,  (the  date  the  8-cent  fare  was  established), 
and  now  being  rendered  by  them,  is  reasonably 
worth  no  more  than  a  5-cent  fare  for  adults  and 
a  3-cent  fare  for  children. 

“These  findings  are  entirely  beside  the  ques¬ 
tion.  They  might  have  been  very  important  on  a 
bill  by  the  Attorney  General  to  forfeit  the  charter 
of  the  companies.  They  have  nothing  whatever 
to  do  with  the  operating  cost,  but  are  base  A  upon 
the  opinion  of  the  Commission  that  the  services 
actually  rendered,  no  matter  at  what  coit,  are 
worth  in  reality  only  5  cents.  The  Comnjiission 
should  have  ordered  whatever  changes  iii  their 
opinion  were  proper,  and  adjusted  the  rate  after 
the  various  reforms  had  been  carried  out. 

“At  this  point  it  may  be  'well  to  state  that  the 
record  show’s  that  the  actual  operating  expenses 
of  the  Chicago  Surface  Lines,  comprising  jwages, 
taxes,  and  powder,  amount  to  more  than  6  cents  for 
every  passenger  carried.  It  may  be  that  the  sur¬ 
face  lines,  the  plaintiffs  here,  could  improve  their 
business  methods ;  but  the  Illinois  Commerce  Com¬ 
mission  is  not  permitted,  under  the  law’,  to  force 
that  improvement  by  penalizing  them  with! a  rate 
wdiich  will  not  return  even  the  operating  expenses, 
and  might,  in  fact,  prevent  them  from  rendering 
any  service  at  all.  *  *  * 

‘  ‘  The  next  item  of  proposed  saving  in  operation 
is  $1,741,795,  which  the  Commission  assumes  may 
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be  made  by  rearrangement  of  schedules.  The  evi¬ 
dence  shows  clearly  that  on  the  hearing  before  the 
Commission  the  plaintiffs  introduced  evidence 
which  the  vice-chairman  of  the  Commission  in¬ 
dicated  showed  that  all  had  been  done  that  was 
humanly  possible  in  arranging  schedules  to  elim¬ 
inate  overtime,  and  to  reduce  to  a  minimum  the 
amount  of  payment  for  service  not  rendered.  The 
concession  by  the  vice-chairman  of  the  Commission 
that  the  plaintiff  companies  had  exercised  the 
highest  effort  in  getting  the  most  effective  system 
of  handling  their  cars  leaves  nothing  for  us  to  say 
on  this  point.  *  *  * 

“If  the  Illinois  Commerce  Commission  had  the 
right  under  the  act  of  its  creation,  to  order 
changes  in  operation  of  utilities,  in  this  case  it  is 
aiming  to  accomplish  its  end  by  drastic  and  unlaw¬ 
ful  means.  It  is  one  thing  to  order  (1)  changes  in 
routing  of  cars;  (2)  reduction  in  lay-over  time  to 
employees;  (3)  remodeling  of  accident  and  law  de¬ 
partments;  (4)  reduction  of  wages  and  labor;  (5) 
deferring  maintenance  and  renewals;  (6)  in  fact, 
to  order  any  variations  of  operation  making  for 
the  public  good.  It  is  quite  another  thing,  having 
in  mind  all  of  these  benefits  to  the  utilities  and  to 
the  public,  to  say  to  the  utilities  we  admit  that  it 
costs  you  over  6  cents  to  carry  every  passenger; 
we  will,  however,  reduce  your  fare  rate  to  5  cents, 
and  invite  you  to  test  out  our  opinion  as  to  what 
improvements  may  be  made  in  the  internal  opera¬ 
tion  of  your  own  business. 

“The  basis  of  the  Commission’s  action  in  this 
case  is  quite  wrong.  As  outlined  by  its  chairman, 
and  urged  by  its  counsel,  supplemented  by  the  cor¬ 
poration  counsel  for  the  city  of  Chicago,  it  affords 
no  locus  poenitentiae  for  the  plaintiff  railroads. 
No  opportunity  is  given  them  to  try  out  the  urged 
reforms.  They  are  told  in  advance  that  the  medi¬ 
cine  is  good  and  that  they  must  take  it,  whether 
they  like  it  or  not,  irrespective  of  whether  it  has 
any  therapeutic  value.  The  orderly,  rational,  and 
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legal  method  of  procedure  would  have  been  for  the 
Commission  to  outline  these  various  changes  in 
management  and  operation,  and  invite  the  com¬ 
panies  to  put  their  suggestions  in  force,  giving  the 
companies  an  opportunity  to  demonstrate  the 
benefits,  or  even  the  possibilities,  of  the  order. 

“All  of  the  changes  suggested  by  the  Commis¬ 
sion  were  matters  of  conjecture  and  opinion,  and 
it  is  quite  within  the  range  of  human  thought  that 
some  of  the  changes  could  not  be  carried  out  to  ad¬ 
vantage,  either  to  the  companies  or  to  the  people. 
Why,  then,  should  the  Illinois  Commerce  Commis¬ 
sion,  discounting  impossibility  of  performance, 
direct  a  rate  which  both  it,  and  the  city  of  Chicago 
admit  will  not  produce  operating  expenses,  to  pre¬ 
vail  until  their  views  are  adopted.  Too  mubh  com¬ 
mendation  cannot  be  given  to  any  Public  Utilities 
Commission  for  its  interest  in  public  affairs.  It 
will  always  be  forgiven  if  its  enthusiasm  leads  it 
to  incidental  legal  excesses.  It  cannot,  however, 
act  arbitrarily  to  force  its  views  withouj;  trial. 
The  reduction  of  3  cents  in  fare  ordered  by  the 
Commission  would  make  a  difference  in  the  rev¬ 
enues  of  the  companies  of  approximately  $22,500,- 
000  a  year.” 

j 

Great  Falls  Gas  Co.  v.  Public  Service  Cbmmis - 
sion,  34  Fed.  (2)  297,  P.  U.  R.  1929E,  <p28; 

Newton  v.  Consolidated  Gas  Co.,  258  U.  IS.  165, 
66  L  ed.  538. 

i 

| 

NECESSITY  FOR  UNIFORM  FARE  j 

* 

In  view  of  what  has  just  been  said  and  of  the  fact 
that  this  record  indicated  no  possible  reason  for  a  dif¬ 
ferent  rate  of  fare  on  the  two  street  railway  lines  in 
question  nothing  further  need  be  said  as  to  the  neces¬ 
sity  for  uniform  fare.  The  record  shows  that  bach  of 
the  companies  was  equally  in  need  of  the  increase 
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granted  by  the  lower  Court.  There  can  be  no  question 
on  this  record  that  the  former  rates  of  fare  were  con¬ 
fiscatory  as  to  both  Companies. 

However,  in  order  that  this  Court  may  be  as  well 
informed  with  respect  to  this  matter  as  was  the  Court 
below  and  the  Commission  the  subject  will  be  presented 
here  as  it  was  below. 

The  appellees  contend,  and  they  are  supported  in  such 
contention  by  the  past  opinions  and  orders  of  the  Com¬ 
mission,  that  the  basic  rates  of  fare  on  the  Street  Rail¬ 
roads  in  the  District  of  Columbia  should  be  uniform, 
regardless  of  their  financial  needs,  not  only  in  the 
public  interest  as  assuring  rates  which  are  not  discrim¬ 
inatory,  but  also  as  a  proper  protection  against  ruin¬ 
ous  competition  between  the  public  carriers  whose  rates 
and  service  are  subjected  by  law  to  regulation. 

Both  Mr.  Hanna  (Tr.  pages  1016  to  1021  and  1182  to 
1185)  and  Mr.  Ham  (Tr.  page  1540)  have  testified  in 
this  hearing  and  similarly  at  the  former  hearing  in 
Case  No.  201  (Tr.  pp.  72,  74,  154,  161-164),  that  the 
granting  of  a  higher  rate  to  one  Company  and  denying 
it  to  the  other  would  not  only  drive  patronage  from  the 
company  receiving  the  higher  rate  to  the  other  and 
thereby  deny  and  make  ineffective  the  relief  sought 
and  needed  by  that  Company  which  would  result  in  no 
benefit  either  to  the  Company  to  which  the  higher  fare 
was  granted  or  i;o  the  public ;  but  would  also  cast  upon 
the  Company  having  the  lower  rate  the  burden  of  pro¬ 
viding  a  service  which  it  could  not  properly  meet,  to 
the  great  inconvenience  of  the  riding  public  through 
greatly  over-crowded  cars  and  other  deficiencies  in 
service  and  to  the  financial  benefit  of  that  company 
which  the  Commission  through  such  an  order,  it  may 
be  assumed,  was  of  opinion  was  not  in  need  of  relief. 
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This  testimony  is  strongly  supported,  and  we  respect¬ 
fully  submit  conclusively  supported,  by  the  ordbrs  and 
opinions  of  the  Public  Utilities  Commission  :of  the 
District  of  Columbia  in  past  cases. 

In  Formal  Case  No.  77,  Order  No.  344,  Oct.  18,  1919 
(P.  U.  R.  1919F,  751)  In  Re  Washington  Railway  & 
Electric  Co.,  the  Commission  granted  an  increase  of 
rates  to  the  Washington  Railway  &  Electric  Company 
which  applied  for  the  increase  and  applied  like  rates 
to  the  other  railway  companies  within  the  District  even 
though  such  an  increase  had  not  been  asked  jby  the 
others,  including  The  Capital  Traction  Company,  in 
which  the  Commission  said: 

| 

“Having  reached  a  conclusion  as  to  the.  extent 
to  which  additional  revenues  are  needed  ibv  the 
Washington  Railway  &  Electric  Company  and  its 
subsidiaries,  and  as  to  the  best  means  of  raising 
such  increased  revenues,  it  is  of  importance  to 
determine  whether  these  increased  rates  of  fare 
shall  apply  only  to  the  Washington  Railway  & 
Electric  System  or  whether  they  shall  apply  alike 
to  all  street  railway  companies  within  tile  Dis¬ 
trict  of  Columbia.  There  would  be  but  one  an¬ 
swer  to  this  question  if  the  two  companies  were 
not  competitive;  but  with  practically  every  line 
of  the  Washington  Railway  &  Electric  Company 
within  the  city  proper,  paralleled  by  a  line;  of  the 
Capital  Traction  Company,  the  application  'of  dis¬ 
criminating  rates  to  the  two  companies  would,  in 
the  opinion  of  the  Commission,  result  in  Such  a 
disarrangement  of  the  arteries  of  city  transpor¬ 
tation  as  to  make  it  utterly  impossible  for  the 
Capital  Traction  Company  to  render  adequate 
service  while,  at  the  same  time,  the  reduction  in 
the  number  of  passengers  on  the  Washington 
Railway  &  Electric  system  would,  to  a  lafge  ex¬ 
tent,  offset  the  effect  on  the  gross  revenues! of  the 
increased  fares. 
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“The  two  systems  are  so  related  that  if  the  pres¬ 
ent  character  of  service  is  to  be  maintained,  much 
less  improved,  it  is  deemed  imperative  that  uni¬ 
form  rates  be  maintained  on  the  two  systems.’ ’ 

And  again  in  Formal  Case  No.  81,  Order  No.  373 , 
April  15,  1920,  Re  Washington  Railway  &  Electric 
Company  (P.  U.  R.  1920E,  39),  in  which  case  the  Com¬ 
mission  again  increased  the  rates  upon  the  applica¬ 
tion  of  the  Washington  Railway  &  Electric  Company, 
and  at  the  same  time  increased  the  rates  of  The  Capi¬ 
tal  Traction  Company,  the  Commission  said  at  page 
43: 


“To  give  this  relief  to  the  Washington  Railway 
&  Electric  Company  and  its  subsidiaries  without 
at  the  same  time  establishing  the  same  increased 
rates  on  the  lines  of  its  competitor,  the  Capital 
Traction  Company,  would  mean  that  so  much 
traffic  would  be  deflected  from  the  Washington 
Railway  &  Electric  System  to  the  Capital  Trac¬ 
tion  Company  that  the  revenues  of  the  former 
would  be  decreased  probably  to  a  point  below  ac¬ 
tual  operating  expenses,  thus  defeating  the  pur¬ 
pose  of  the  grant  of  relief ,  and  at  the  same  time 
destroying  the  service  standard  of  the  Capital 
Traction  Company  by  an  overwhelming  traffic 
load  which  it  could  not  possibly  accommodate. 
In  other  words,  it  is  necessary  in  the  public  in¬ 
terest  to  maintain  a  uniform  rate  of  street  rail¬ 
way  fare  to  prevent  a  disarrangement  of  street 
railway  service  disastrous  to  the  companies  and  to 
the  public  alike. 

“The  Commission  is  faced,  therefore,  with  the 
necessity  of  granting  an  increase  to  both  systems, 
but  it  believes  that  the  Congress  should  readjust 
the  method  of  taxation  so  that  the  Washington 
Railway  &  Electric  Company  will  be  relieved  of 
a  portion  of  its  present  tax  burden.  ’ 9 


And  this  Commission  also  in  Re  Street  Railway 
Rates ,  Formal  Case  No.  98,  Order  No.  442,  July  29, 
1921,  P.  U.  R.  1921E,  15,  which  was  an  investigation 
of  the  reasonableness  of  street  railway  rates  in  the 
District  and  which  ordered  a  reduction  in  such  rates, 
said: 

.  j 

4  4  The  Commission,  however,  repeats  what  it  has 

said  in  previous  street  railway  rate  cases,  that  to 
give  this  reduction  on  the  lines  of  the  Qapital 
Traction  Company,  and  at  the  same  time  t|o  con¬ 
tinue  the  present  rate  on  the  lines  of  its  com¬ 
petitor,  the  Washington  Railway  &  Electric  Com¬ 
pany,  would  mean  that  so  much  traffic  wotild  be 
deflected  from  the  Washington  Railway  &  E'lectric 
System  to  the  Capital  Traction  Company  that  the 
revenues  of  the  former  would  be  decreased  prob¬ 
ably  to  a  point  below  actual  operating  expenses, 
thus  necessitating  increased  rates  on  its  lines,  and 
at  the  same  time  destroying  the  service  standard 
of  the  Capital  Traction  Company  by  anj  over¬ 
whelming  traffic  load  which  it  could  not  possibly 
accommodate.  In  other  words,  it  is  highly!  desir¬ 
able  in  the  public  interest  to  maintain  a  uniform 
rate  of  street  railway  fare  to  prevent  a  disarrange¬ 
ment  of  street  railway  service  disastrous  ;to  the 
companies  and  to  the  public  alike.” 

In  Formal  Case  No.  109,  Order  No.  462,  February 
27,  1922,  P.  U.  R.  1922C,  848,  being  an  investigation 
into  the  reasonableness  of  rates  of  street  railway  com¬ 
panies,  the  Commission  reiterated  and  elaborated  this 
same  position  in  this  regard,  the  pertinent  parts  of 
the  opinion  and  order  being  quoted  in  the  petition 
herein  of  The  Capital  Traction  Company,  (R.  1 88-93) 
and  it  is  therefore  unnecessary  to  repeat  them  here. 

This  position  of  the  Commission  was  also  j  main¬ 
tained  with  respect  to  the  petition  presented  by  the 
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Federation  of  Citizens  Associations  for  a  reduction 
of  fares  on  the  lines  of  The  Capital  Traction  Com¬ 
pany,  hearings  on  which  were  held  October  16,  1922. 
The  opinion  of  the  Corporation  Counsel  with  respect 
to  this  matter  in  that  case  is  quoted  in  the  petition  of 
The  Capital  Traction  Company  herein,  and  it  will 
therefore  be  unnecessary  to  repeat  it  here. 

Moreover,  as  also  pointed  out  in  the  petition  of  The 
Capital  Traction  Company  herein,  this  Commission 
in  its  answer  filed  in  the  case  of  Albert  H.  Waskom 
et  al.  v.  Public  Utilities  Commission  in  the  Supreme 
Court  of  the  District  of  Columbia,  Equity  No.  37052, 
took  this  same  position  and  forcefully  elaborated  such 
position  and  other  arguments  in  support  of  it.  Since 
the  pertinent  averments  of  the  answer  referred  to  are 
quoted  in  the  Petition  of  The  Capital  Traction  Com¬ 
pany  herein  it  is  unnecessary  to  repeat  them  here. 

It  is  also  a  matter  of  general  knowledge  and  statu¬ 
tory  law  of  which  the  Court  will  take  judicial  notice 
that  with  respect  to  these  two  Street  Railway  Systems 
in  Washington  Congress  from  the  beginning  in  their 
charters  prescribed  a  uniform  rate  of  fare.  It  has 
been  the  unbroken  policy  of  Congress  that  the  rate  of 
fare  upon  the  competing  street  railway  systems  in  the 
District  should  be  the  same,  just  as  it  has  been,  and  is 
the  policy  of  Congress  and  of  its  creature  and  agent, 
the  Interstate  Commerce  Commission,  to  provide  and 
enforce  uniform  rates  for  both  passenger  and  freight 
service  upon  the  steam  railroads  of  the  country. 

This  Court  need  hardly  be  reminded  that  the  estab¬ 
lishment  and  enforcement  of  such  uniform  rates  for 
steam  railroads  is  one  of  the  chief  functions  of  the 
Interstate  Commerce  Commission  in  the  interest  of 
public  policy  and  that  the  purpose  of  the  Transpor¬ 
tation  Act  was  to  equalize  the  revenues  of  the  weaker 
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and  stronger  roads  by  the  elimination  of  destructive 
competition  in  order  that  their  service  might!  not  be 
impaired,  and  that  the  weaker  roads  might  be  lenabled 
to  earn  revenues  which  would  enable  them  to  maintain 
and  improve  their  service. 

That  destructive  competition  between  public  carriers 
which  impairs  the  earning  capactiy  of  a  public  carrier 
is  not  in  the  public  interest  was  pointed  out  by  the 
Supreme  Court  of  the  United  States  in  T exas  &  Pa¬ 
cific  R.  R.  v.  Gulf ,  Colorado  &  Santa  Fe  Ry.  Co.,  270 
U.  S.  266,  70  L.  ed.  578,  in  which  the  Court  said  (p. 
584) :  ! 

! 

“By  that  measure  (The  Transportation  Act  of 
1920)  Congress  undertook  to  develop  arid  main¬ 
tain  for  the  people  of  the  United  States,  an  ade¬ 
quate  railway  system.  It  recognized  that  preser¬ 
vation  of  the  earning  capacity,  and  conservation 
of  the  financial  resources,  of  individual  j carriers 
is  a  matter  of  national  concern,  that  the  property 
employed  must  be  permitted  to  earn  a  reasonable 
return;  *  *  *  that  competition  between  Carriers 
may  result  in  harm  to  the  public  as  well  as  in 
benefit;  and  that  when  a  railroad  inflicts  injury 
upon  its  rival,  it  may  be  the  public  which  ultimate¬ 
ly  bears  the  loss.  (Citing  R.  R.  Commission  v. 
Chicago,  B.  &  Q.  R.  Co.  and  other  cases)  *  *  * 
For  invasion  through  new  construction  bf  terri¬ 
tory  adequately  served  by  another  carrier;  like  the 
establishment  of  excessively  low  rates  in  order  to 
secure  traffic  enjoyed  by  another,  may  beHnimical 
to  the  national  interest ! 

i 

The  North  Dakota  Board  of  Railroad  Commission¬ 
ers  in  re  Lignite  Coal  Rates,  P.  U.  R.  1915F,  190,  196, 
held  that,  even  though  the  Great  Northern  Railway 
Company  was  not  in  a  position  to  ask  for  higher  than 
statutory  rates,  it  would  be 


i 
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“a  manifest  absurdity  to  have  a  Commission- 
made  rate  in  effect  throughout  the  state  side  by 
side  with  a  legislative  rate  of  materially  differ¬ 
ent  nature  and  character,  and  it  feels  impelled  to 
make  the  order  hereafter  entered  applicable  to  the 
Great  Northern  Railway  Company  as  well  as  to 
the  two  other  companies  concerned.” 

The  Public  Utilities  Act  itself  under  the  authority 
of  which  this  Commission  is  functioning  and  this  ap¬ 
plication  is  made  had  for  its  purpose  the  regulation  of 
public  utilities  in  the  District  of  Columbia,  and  one  of 
the  chief  ends  of  such  regulation  was  to  prevent  unrea¬ 
sonable  and  unjust  discrimination  in  rates  and  charges 
and  destructive  competition. 

Paragraph  2  of  that  Act  provided: 

“The  charge  made  by  any  such  public  utility 
for  anv  facility  or  services  furnished  or  rendered, 
or  to  be  furnished  or  rendered,  shall  be  reason¬ 
able,  just,  and  nondiscriminatory.  Every  unjust 
or  unreasonable  or  discriminatory  charge  for  such 
facility  or  service  is  prohibited  and  is  hereby  de¬ 
clared  unlawful.” 

Paragraph  30: 

‘ 4  That  it  shall  be  unlawful  for  any  public  utility 
to  charge,  demand,  collect,  or  receive  a  greater  or 
less  compensation  for  any  service  performed  by 
it  within  the  District  of  Columbia,  or  for  any  serv¬ 
ice  in  connection  therewith,  than  is  specified  in 
such  printed  schedules,  including  schedules  of 
joint  rates  as  may  at  the  time  be  in  force.” 

i 

In  Paragraph  38  it  is  provided : 

“That  upon  its  own  initiative  or  upon  reason¬ 
able  complaint  *  that  any  of  the  rates,  tolls. 
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charges  *  *  *  are  in  any  respect  unreasonable  or 
unjustly  discriminatory  *  *  *  the  Commission 
may,  in  its  discretion,  proceed,  with  or  jwithout 
notice,  to  make  such  investigation  as  it  may  deem 
necessary  or  convenient.  ’ ’ 

I 

Paragraph  41  provided: 

i 

4  *  That  if  upon  such  investigation  the  rates 
*  *  *  shall  be  found  to  be  unjust,  unreasonable, 
insufficient,  or  unjustly  discriminatory,  or  to  be 
preferential,  or  otherwise  in  violation  of  any  of 
the  provisions  of  this  section,  the  Corpmission 
shall  have  power  to  determine  and  by  order  fix 
and  order  to  be  substituted  therefor  such  .rate  or 
rates  *  *  *,  as  shall  be  just  and  reasonable.” 

Paragraph  88  provided: 

“That  whenever,  after  hearing  and  investiga¬ 
tion  *  *  *  the  Commission  shall  find  that  any 
rate  *  *  *  is  unreasonable  or  discriminatory,  it 
shall  have  the  power  to  regulate,  fix  and  deter¬ 
mine  the  same  as  provided  in  this  section.” 

Mr.  Ham  testified  that  the  service  rendered  by  the 
Washington  Railway  &  Electric  Company  was  as  valu¬ 
able  and  as  essential  to  the  public  as  that  rendered  by 
The  Capital  Traction  Company  and  that,  therefore, 
any  lower  rate  applicable  to  the  Washington  Railway  & 
Electric  Company  would  be  unjustly  discriminatory. 

Aside  from  Mr.  Ham’s  testimony  to  this  effect,  it 
would  seem  to  be  self-evident  that  street  railway  serv¬ 
ice  in  this  city,  as  in  others  is  an  essential  m^ans  of 
public  mass  transportation.  It  could  not  be  takeh  away 
from  the  city  as  a  whole  or  from  any  section  without 
great  injury  and  public  inconvenience,  and  we  can  con¬ 
ceive  of  no  argument  for  the  proposition  that  street 


i 
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railway  service  is  worth  more  to  persons  in  one  sec¬ 
tion  of  the  city  or  traveling  upon  one  of  these  systems 
than  another.  It  would  seem  to  be  perfectly  absurd  to 
contend,  for  instance,  that  transportation  by  street 
railroad  from  Mt.  Pleasant  to  the  business  section  of 
the  city  by  way  of  the  14th  Street  line  of  The  Capital 
Traction  Company  is  worth  more  or  less  to  the  individ¬ 
ual  patron  than  transportation  between  the  same  two 
sections  on  the  Connecticut  Avenue  and  Mt.  Pleasant 
Lines  of  the  Washington  Railway  &  Electric  Company. 
Xo  difference  in  rate  between  the  two  systems  can  pos¬ 
sibly  be  justified  so  long  as  no  zoning  system  is  in 
effect  and  passengers  can  travel  from  any  one  section 
of  the  city  to  any  other  and  for  any  distance,  whether 
long  or  short,  for  a  given  single  rate  of  fare. 

The  evidence  herein  also  leads  to  the  inevitable  con¬ 
clusion  that  irrespective  of  the  necessity  for  fixing 
uniform  fares  as  a  matter  of  public  policy  as  'well  as 
in  order  to  provide  the  relief  to  wrhich  The  Capital 
Traction  Company  is  entitled,  the  Washington  Rail¬ 
way  &  Electric  Company  on  its  own  showing  is  unques¬ 
tionably  entitled  to  similar  relief.  And  there  is  no 
evidence  to  the  contrary. 

It  is  therefore  respectfully  submitted  that  the  decree 
of  the  Supreme  Court  of  the  District  of  Columbia 
should  be  affirmed. 

September  30,  1931 

George  E.  Hamilton, 

G.  Thomas  Dunlop, 
Attorneys  for  The  Capital 
Traction  Company . 

S.  R.  Bowen, 

John  S.  Barbour, 

Attorneys  for  the  Washington 
Railway  &  Electric  Company . 


